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OoiaiiTTBB  ON  Aqbioultcbe, 

HoinSS  OF  RXFBBSKMrTATEVSSy 

TWadoy,  January  18, 19$1. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Hon.  Oilbert  N.  Haugen  presiding. 

The  oomitiittee  tlieteupon  proceeded  to  the  consideration  of  House 
joint  rdsolution  444,  which  is  here  printed  in  full,  as  follows: 

[H.  /.  Bfls.      SIxty-itxUi  Copgrwi>  thfad  ■wafan.! 

JOTNT  RESOLUTION  AnthoriKixig  the  President  to  require  the  United  States  Snsar  Equalization 
Board  to  take  over  and  difliMMe  Of  tfilrtaai  tbooiaiid  abia  finndrad  awl  two  tons  oC mmur  laMcteA  ftm 

the  Argentine  Republic 

Resolved  by  the  Senate  and  Home  of  RepresetMtbm  ^  the  Uniied  States  of  America 
in  Congress  assembled,  That  the  President  is  authorized  to  require  the  United  States 
Sugar  Equalization  Board  (Incorporated),  a  corporation  organized  under  the  laws  of 
the  State  of  Delaware,  to  take  over  the  importation  of  thirteen  thousand  nine  hundred 
and  two  tons  of  sugar  from  the  Argentine  Republic  procured  by  the  Department  of 
Justice  and  the  Departnoent  of  State  from  the  agendee  used  by  them  for  mat  purpose, 
and  to  distribute  or  dispose  of  any  of  the  sugar  so  importeo,  and  to  liquidate  and 
adjust  the  transaction  in  such  manner  as  may  be  denned  by  said  boMd  to  be  equitable 
and  proper  in  the  premises. 

And  for  this  purpose  the  President  is  authorized  to  vote  or  use  the  stock  of  the 
corporation  held  by  him,  or  otherwise  exercise  or  use  his  control  over  the  said  cor- 

Ejration  and  its  directors,  and  to  continue  the  Mid  United  States  Supar  Equalization 
oard  for  such  time  as  may  be  necessary  to  carry  out  the  intention  of  Uiisieeolation. 

The  Chairman.  The  conmiittee  will  come  to  order.  The  com* 
'mittee  has  been  called  together  this  morning  to  consider  House  joint 
resoluti<m  244,^introduced  by  Mr.  Ward,  authorizing  the  President  to 
require  the  United,  States  Sugar  Equalization  Board  to  ti^e  over  and 
dispose  of  13,902  tons  of  sugar  imported  from  the  Argentine  Repub- 
lic.  Mr.  WardL  we  will  hear  from  you. 

Mir.  Wabd.  t  suggest  that  these  gentlemen  who  appear  here  call 
their  witnesses  in  whatever  order  they  wish. 

STATEKEVT  OF  MX.  LOBSHZO  ASMSTBOlfO,  GSEEVWICH» 
COniM  ATTOBVET  FOE  B.  H.  HOWELL,  SOE  &  GO. 

Mr.  Aemstrong.  Mr.  Chairman,  the  purpoe©  of  tiiis  bill  is  *to 
authorize  the  President  to  require  the  United  States  Sugar  Equaliza- 
tion Board  to  take  over  the  importation  of  some  14,000  tons  of  Argen- 
tine sugars,  which  importation  was  procured  by  the  Department' of 
Justice  with  the  aid  of  the  Depar^nent  of  State. 

Mr.  TincHEE.  Under  what  W? 

Mr.  Armstrong.  Under  the  Lever  Act.  I  suppose  you  gentlemen 
are  familiar  with  the  Lever  Act;  which  was  passed  August  10,  1917. 

Mr.  McLaughlin  of  lilichigan.  Will  you  refer  to  the  sectioii  or  pio- 
viedon  of  the  Lever  Aot  under  which  you  say  thh>  transaction  ooctirr<  d  i 
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ON  Agbicultdbe, 
HouflB  OF  Rbpbesentaitves, 

Tw^yj  January  18, 1921. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Hon.  Gilbert  N.  Haugen  presiding. 

The  committee  thereupon  proceeded  to  the  consideration  of  House 
joint  resolution  444,  which  is  here  printed  in  full,  as  follows : 

[H.  J.  Res.  U4,  SIx^Hrfxth  Congress,  thInlseaskitLl 

JOINT  RESOLUTION  Authorizing  the  President  to  require  the  United  States  Sugar  Equailnlta 
Board  to  take  over  and  diq^  id  tnirteaa  ttiwand  nine  nnnArad  and  two  tens  of  aomr  imMted  tnm 

the  Argentine  Republic. 

Resolved  by  Ou  SenaU  and  HauBe  of  RepreienioHves  <d  the  UnUed  States  of  America 

in  Congress  assembled,  That  the  President  ia  authorized  to  lequiie  the  United  States 
Sugar  Equalization  Board  (Incorporated),  a  corporation  organized  under  the  laws  of 
the  State  of  Delaware,  to  take  over  the  importation  of  thirteen  thousand  nine  hundred 
and  two  tons  of  sugar  from  the  Argentine  Republic  procured  by  the  Department  of 
Justice  and  the  Departoient  of  State  from  the  agencies  used  by  them  for  that  purpose, 
and  to  distribute  or  dispose  of  any  of  the  sugar  so  imported,  and  to  liquicUite  and 
adjust  the  transaction  in  such  manna*  as  may  be  deemed  by  ai^  boaid  to  be  equitable 
and  proper  in  the  premises. 

And  for  this  purpose  the  President  is  authorized  to  vote  or  use  the  stock  of  the 
corporation  held  by  him,  or  otherwise  exercise  or  use  his  control  over  the  said  cor- 

gDration  and  its  directors,  and  to  contmue  the  said  United  States  Sugar  Equalizatum 
oard  for  such  time  as  may  be  neceaaary  to  carry  out  the  intentifm  ol  thiBzcsriiitioii. 

The  Chairman.  The  committee  will  come  to  order.  The  com- 
mittee has  been  called  together  this  morning  to  consider  House  joint 
resolution  244^  introduced  by  Mr.  Ward,  autnorizing  the  President  to 
require  the  United  States  Sugar  Equalization  Board  to  take  over  and 
dispose  of  13,902  tons  of  sugar  imported  from  the  Argentine  Repub- 
lic.  Mr.  War<L  we  will  hear  from  you. 

^x.  Ward.  I  suggest  that  these  gentlemen  who  appear  here  call 
their  witnesses  in  whatever  order  they  wish. 

STATEMENT  OF  lEB.  LOBEVZO  ABMSTEONG,  GREENWICH, 
COEVm  ATTOBEET  fob  B.  H.  HOWELL,  SON  &  CO. 

Mr.  Armstrong.  Mr.  Chairman,  the  purpose  of  this  bill  is  to 
authorize  the  President  to  require  the  Umted  States  Sugar  Equaliza- 
tion Board  to  take  over  the  importation  of  some  14,000  tons  of  Argen- 
tine sugars,  which  importation  was  procured  by  the  Department  of 
Justice  with  the  aid  of  the  Department  of  State. 

Mr.  TiHOTEB.  Under  what  law? 

Mr.  Armstrong.  Under  the  Lever  Act.  I  suppose  you  gentlemen 
are  familiar  with  the  Lever  Act;  which  was  passed  August  10,  1917. 

Mr.  McLaughlin  of  Michigan.  Will  you  refer  to  the  sectioii  or  pio- 
vision  of  the  Lever  Act  under  which  you  say  this  transaction  occarri  d  I 
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Mr.  Armstrong.  If  you  will  fjennit  me,  I  should  prefer  to  ma^B  a 
general  statement,  and  then  I  wiU  come  h«M5k  to  that  later. 

Under  the  Lever  Act,  as  you  know,  there  was  $50,000,000  appro- 
priated for  the  general  purposes  of  the  President,  authorizing  him  to 
use  all  sorts  of  instrumentalities  for  the  protection  of  the  country 
during  the  war.  As  you  know,  he  used  $5,000,000  of  that  for  the 
purp^rse  of  creating  a  corporation^  under  the  name  of  the  United 
States  Sugar  Ecjualization  Board. 

Mr.  Glasgow.  That  §5,000,000  did  not  come  from  the  appropria- 
tion under  the  Lever  Act;  it  came  from  a  supplementary  act  that 
was  passed. 

Mr.  Armstrong.  I  stand  corrected  on  that;  that  is  quite  right. 

Tne  I'nited  Stales  Sugar  Equalization  Board  in  1919  bought  the 
entire  Cuban  crop  and  handled  the  entire  food  administration  relating 
to  su^cur  very  successfully,  and  made  some  thirty  or  forty  millions  of 
dollars. 

In  1920  the  President  determined  to  use  this  instrumentality  which 
had  been  created  in  this  manner  and  transferred  the  food  administra- 
tion activities  of  the  Government  io  the  Department  of  Justice  in  so 
far  as  they  related  to  sugar. 

Mr.  TiNCiiEK.  He  could  not  transfer  anything  to  the  Department 
of  Justice  except  the  matter  of  prosecuting  profiteers  under  the  Lever 
Act,  could  he  ? 

Mi*.  AioisTROXG.  Yes;  under  the  Lever  Act  he  could  also  ask  the 
Department  of  Justice  to  use  the  services  and  instrumentalities  of 
any  firms,  corporations,  or  individuals  for  the  purpose  of  that  act,  to 
provide  an  adequate  supply  of  sugar  for  the  people  of  the  United 
States  at  a  reasonable  price. 

Mr.  McLaughlin  of  Michigan.  Was  that  action  of  the  President 
in  writing? 

Mr.  Armstrong.  That  I  do  not  know,  sir:  I  can  not  answer  that. 
I  do  know  that  a  department  was  created  in  the  Department  of 
Justice,  under  the  chai'ge  of  a  special  assistant  to  the  Attorney  Gen- 
eral, by  the  name  of  Howard  Figg,  and  that  the  President  did  au- 
thorize, in  waiting,  that  the  expenses  of  his  organization  be  paid  out 
of  the  funds  of  the  United  States  Sugar  Equalization  Board;  and 
that  Mr,  Fi^  carried  on  a  campaign  in  the  Attorney  General's  office 
in  order  to  secure  an  adequate  supply  of  sugar  for  the  people  of  the 
United  States  and  an  equitable  distribution  thereof.  He  also  issued 
all  licenses  to' permit  people  to  deal  in  sugar  under  the  Lever  Act. 

Mr.  TiNCHEB.  Did  he  have  authority  to  buy  the  Cuban  sugar  under 
that  act,  or  negotiate  for  that,  the  same  as  for  the  other  sugar  ? 

Mr.  Armstrong.  Yes;  I  think  he  had  authority  under  that  act  to 
buy— well,  I  do  not  know  whether  he  had  authority  to  buy  sugar  or 
not.  1  know  that  he  proceeded  to  regidate  the  entire  sugar  industry 
of  the  United  States  under  the  powers  of  that  act. 

Mr.  Glasgow.  If  you  will  pardon  me  for  saying  so,  I  do  not  think 
that  either  the  Food  Administration  or  the  Attorney  General  had 
any  authority  to  buy  the  sugar,  and  that  was  the  reason  for  the  crea- 
tion of  the  Sugar  Equalization  Board. 

Mr.  Armstrong.  I  dare  say  that  is  true. 

Mr.  TiNCHER.  As  I  understand,  this  committee  tried  to  get  the 
President  to  have  the  Sugar  Equalization  Board  function  and  buy 
the  Cuban  sugar,  and  I  was  wondering  how  it  was  that  he  turned 
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around  and  authorized  ^bB  buying  oi  some  otlier  sugar  and  did  not 

buy  that.  i.        i_  u 

Mr.  Young.  I  dorf t  know  when  we  tried  to  get  him  to  buy  the 

1920  crop. 

Mr.  MgLaitghlin  of  Blidiigan.  Mr.  Chairman,  I  surest  that  we 
let  this  gentleman  make  his  statement,  and  Mr.  Glasgow,  ihe  attor- 
ney for  the  Sugar  Equalizaticm  Board,  is  here  and  can  make  his 
statement  later.   We  are  getting  this  now  in  a  rather  disconnected 

Abmsitono.  In  May,  1920,  when  sugar  was  costing  in  this 
country  from  25  to  30  cents  a  pound,  depending  on  the  locality 
where  it  was  sold,  the  Departmwt  of  Justice  learned  that  r^ned 
sugar  was  available  in  the  Ai^ntine  Republic  at  about  14  cents  a 
pound,  and  conceived  the  idea  that  it  would  of  great  b^^t  to  the 
people  of  the  United  States  if  that  sugar  could  be  imported  to  the 
United  States  and  sold  at  cost.  It  was  reported  from  the  Argentine 
at  that  time  that  there  was  about  100^000  tons  of  such  sugar  avail- 
able for  export. 

Mr.  VoiGT.  At  what  price  ? 

Mr,  Armstrong.  At  about  14  cmts  a  pound.  ThsX  price  varied 
because  it  had  to  be  purchased  at  various  locditiee  in  the  interior 
of  the  Argentine,  one  price  here  and  another  price  tJiere,  and  then 
shipped  to  the  coast.  But  it  was  something  like  14  cents  a  pound 
f.  o.  b.  Argentine. 

Mr.  VoiGT.  May  I  ask  you,  in  that  connection,  if  you  know  about 
what  price  that  sugar  could  have  hem  sold  for  to  the  consumers  in 
this  country  ? 

Mr.  Armstrong.  I  am  coming  to  that  in  just  a  mome^t.  They 
sent  for  Mr.  Franklin,  of  the  American  Trading  Co.,  whichhad  been 
doing  business  in  the  Argentine  for  a  number  of  years,  some  30  years, 
and  had  a  very  hirge  organization  there,  and  asked  him  to  have  the 
American  Ti  aclino:  Co.  take  up  the  importation  of  that  sugar. 

Now,  I  woukl  rather  have  Mr.  Franklin  tell  you  the  story,  and  I 
am  going  to  go  over  it  very  briefly  indeed. 

There  were  two  difliculties  in  the  wa}^  of  Mr.  Franklin's  undertak-. 
ing  the  importation  of  that  sugar.  First,  there  was  an  embargo  by 
the  Argentine  Government  against  its  export.  Second,  Mr,  Franklin 
did  not  have  any  means  of  distributing  the  sugar  after  it  got  here. 
He  pointed  out  both  those  difficulties  to  the  Department  of  Justice 
and  the  answer  was,  first,  that  the  State  Department  would  arrange 
with  the  Argentine  Government  to  permit  the  export  of  that  sugar 
and,  second,  that  they  would  arrange  with  a  representative  sugar 
concern  with  facilities  for  distribution  to  place  those  facilities  at  the 
disposal  of  the  Department  of  Justice. 

At  that  time  the  Department  of  Justice  was  besieged  with  appeals 
for  aid  in  getting  sugar,  and  there  did  not  seem  to  be  the  slightest 
doubt  but  that  he  would  simply  give  the  names  of  these  people  that 
he  thought  ought  to  have  the  sugar  to  the  distributing  house,  and  the 
distributing  house  woukl  distribute  it. 

Under  those  circumstances  a  letter  was  received  from  the  Depart- 
ment of  Justice,  addressed  to  the  American  Trading  Co.,  requesting 
them  to  go  ahead  and  purchase .  sugars  in  the  Argentine,  which 
sugars  were  to  be  purchased  up  to  the  amomit  of  60,000  tons — they 
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put  that  limit  on  it  then.  The  American  Trading  Co,  opened  up  a 
credit  in  the  Argentine  of  some  $6,000,000  for  that  purpose. 

The  Depsuiment  of  Justice  then  went  to  the  firm  of  B.  H.  Howell, 
Son  &  Co.,  very  large  distributors  of  refined  sugar,  and  asked  them 
to  lend  their  facilities  to  the  Department  of  Justice  for  distributing 
this  Argentine  sugar  when  it  should  arrive  in  this  country. 

Mr.  Post,  the  head  of  B.  H.  Howell,  Son  &  Co.,  demuired  to  that. 
He  said,  ^'It  is  not  my  business  to  be  imported  refined  sugar  to  compete 
with  my  own  refined  sugar.  I  do  not  want  to  do  that.  We  have 
never  been  in  the  business  of  importing  sugar  of  any  kind,  particularly 
refined  sugar."  'Well/'  they  said,  *  this  is  a  patriotic  duty,  and  you 
ought  to  do  it."  After  considerable  hesitation  he  agreed  to  do  it, 
and  he  was  introduced  by  the  Department  of  Justice  to  the  American 
Trading  Co.,  and  it  was  arranged  that  the  American  Trading  Co.  and 
B.  H.  Howell,  Son  &  Co.,  womd  join  m  making  this  credit^miich  was 
furnished  from  the  Argentine  Govermnent. 

They  then  cabled  down  to  the  Aj^^tine  and  directed  them  to  pro- 
ceed to  purchase  sugar,  and  it  was  alter  14,000  tons  of  sugar  had  been 
purchased  that  they  learned  that  no  permit  had  been  secured  by  the 
State  Department  to  lift  the  embargo,  in  spite  of  the  fact  that  the 
letter  of  May  11,  1920.  directing  them  to  proceed  to  purchase  sugar, 
assured  them  that  such  a  permit  had  been  granted  by  the  Ai^entine 
Government. 

Mr.  McLaughlin  of  Michigan.  That  letter  was  from  whom  to 

whom  ? 

Mr.  Abmstbong.  That  letter  was  from  the  special  assistant  to  the 
Attorney  General,  Mr.  Howard  Figg,  to  the  American  Trading  Co. 

Mr.  McLaughlin  of  Michigan.  Have  you  that  letter? 

Mr.  Armsteong,  That  letter  Mr.  Fl*anklin  will  put  in  evidence. 

The  Chairman.  Why  not  read  the  letter  now,  so  that  it  is  in  the 
record?   Your  claim  is  based  on  that  letter? 

Mr.  Abmstbong.  Out  claim  is  based  upon  the  whole  equity  of  the 
la'ansaction. 

The  Chaibman.  You  may  read  it  into  the  record* 
lifr.  Abmstbong  (reading) : 

Department  of  Justice, 
Washington,  D.  C,  May  11,  1920. 

MI.  Wallace  D.  Franklin, 

Fw  President  American  Trading  Co,, 

New  Yorlc  City. 

Dear  Sir:  T  was  notified  by  the  State  Department  of  the  receipt  of  cable  from  the 
Argentine  that  upon  proper  presentation  through  otticial  channels  of  the  American 
GoverniiLeiit  that  the  Ai^ntine  would  lift  the  embargo  on  present  surpluses  in  that 
country,  now  amountiiig  to  some  150,000  tons;  /the  American  attach^,  however,  esti- 
mates the  surplus  at  approximately  70,000  tons. 

After  talkins:  this  o\er  with  your  representatiA'e,  '^^r.  Linn,  and  Mr.  Giddings.  it 
Avat*  deemed  advisable  that  your  agent  already  on  the  sri'ound  should  he  advised  to 
contract  for  or  buy  as  much  of  the  entire  surplus  as  possible  before  any  further  request 
was  made  that  the  emhaigo  be  lifted,  as  of  course  upon  the  geneml  knowledge  that 
this  has  been  done  will  create  a  speculative  market. 

I  have  made  arrangement?  with  verv  large  interests  to  liandle  all  or  any  part  of  this 
sugar  that  we  may  indicate.  Our  principal  idea  being  first,  to  sec  ure  sugar  for  the 
United  States;  second,  to  secure  the  sugar  at  the  lowest  possible  price;  and  thirdly, 
to  control  or  indicate  the  channels  of  distoibttlioit  i^er  arrival  here. 

It  occurred  to  me  that  if  your  agent  cooperated  for  ail  interests  that  expenses 
incurred  by  him  covild  he  prorated  by  the  interests,  as  Mr.  Giddings  and  Mr.  T.inn, 
your  represent^itive.  indicate.  I  have  ^:gured  that  vour  firm  would  handle  approxi- 
mately 10,000  tons  of  this  sugar,  the  balance  to  be  handled  by  firm  or  firms  that  I  may 
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indicate  hereafter.  I  will  give  Mr.  linn  copy  of  last  cable  from  the  Argentine  to- 
morrow, which  I  think  will  assure  you  that  permit  \^'ill  be  granted  when  asked  for. 

I  hope  that  you  will  give  this  your  immediate  attention,  as  we  must  work  rapidly 
to  beat  the  speculators  in  the  market. 
Yours.  ver\^  truly. 

Howard  Figg, 
Spedal  AssisUml  to  the  Attorney  General. 

After  it  was  learned  that  no  permit  had  bee^  granted  by  the  Argen- 
tine Government,  orders  were  cabled  to  the  Argentine  at  once  to  cease 
any  fm'ther  purchases  of  sugar. 

Mr.  VoiGT.  To  what  extent  had  purchases  been  made  9 

Mr.  Abmstbong.  To  the  extent  of  13,902  tons. 

McLauohun  of  AGdbigan.  Those  purchases  were  made  by 
whom? 

Mr.  Abmstbong.  By  the  American  Trading  Co. 
Mr.  McLaughlin  oI  Michigan.  With  their  own  money ! 
Mr.  Abmstbong.  They  put  up  the  credit  in  the  Argentine. 
Mr.  Glasgow.  It  was  their  own  money. 

Mr.  McLaughlin  of  Michigan.  It  was  their  own  money,  or  on  their 
own  responsibility  ? 

Mr.  Abmstbong.  Well,  they  paid  for  the  sugars  in  the  Argentine. 

The  Chaibman.  Do  you  claim  to  have  a  contract  with  the  Govern- 
ment made  by  any  official  authorized  to  make  a  contracts 

Mr.  Armstbong.  Only  as  the  facts  show  whicb  I  am  developing 
before  you  at  this  time. 

The  Chairman.  Do  you  dum  to  have  a  contract  with  the  Govern- 
ment ? 

Mr.  Aral^trong.  That  is  rather  a  difficult  question  to  answer. 

The  Chairman.  That  is  an  all-important  question. 

Mr.  Armstrong.  I  think  that  we  may  have.  The  Government  has 
treated  us  right  straight  along  as  the  agent  of  the  Government. 

The  Chairman.  You  know  there  are  several  million  farmers  that 
claim  they  have  a  claim  against  the  Government,  and  I  take  it,  it  is  on 
a  par  with  your  claim.  Some  had  contracts  with  the  Government,  and 
of  course  they  should  be  made  good.  Now,  if  you  have  any  con- 
tract  

Mr.  Armstrong.  Our  contention  is  this,  briefly — 

The  Chairman.  You  can  state  what  your  contract  is. 

Mr.  Armstrong.  Our  contract,  so  far  as  we  have  a  contract,  is 
made  out  by  this  letter. 

The  Chairman.  It  is  due  to  the  neglect  of  somebody  in  not  getting 
a  permit  ? 

Mr.  Ward.  Didn't  you  have  an  agreement  specifying  in  some  way 
the  remuneration  for  your  services  ? 

Mr.  Armstrong.  At  the  time  we  undertook  the  purchase  of  these 
sugars  no  arrangement  had  been  made  for  compensation  for  our 
services.  Later  it  was  arranged — and  we  left  this  entirely  to  the 
discretion  of  the  department,  it  was  with  no  suggestion  from  us  at 
all — that  the  American  Trading  Co.  should  have  a  commission  of  1 
pent  a  pound  for  their  services  in  this  matter,  and  out  of  that  com- 
mission they  should  bear  the  expenses  of  doing  business — the  general 
expenses,  and  that  B.  H.  Howell,  Son  &  Co.  should  have  a  compen- 
sation of  1  cent  a  pound  for  services  in  the  distribution.  That  was 
arranged  as  the  commission  for  this  service  which  was  directed  by  this 
letter  of  May  11  and  in  the  conversations  which  we  had  with  the 
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Oovernment.  Our  claim  is  that  we  were  employed  to  render  this 
service  for  the  Government. 

Mr.  Hi  TdiiNsox.  Was  that  arrangement  made  before  you  found 
out  that  the  embargo  would  remain  in  force,  that  the  permit  was 
not  granted  I 

Mr.  AimsTKoxo.  Tliat  was  true,  Mr.  Franklin,  was  it  not? 

Mr.  Fkankltn.  Xo;  the  arrangement  was  made  in  this  way  

Mr.  Mc  Laughlin  of  Michigan.  That  arrangement  is  a  very  in- 
definite proposition.  Who  were  the  parties  to  the  arrangement^  and 
when  and  where  was  it  made  ? 

Mr.  Armstrong.  That  was  about  the  situation,  was  it  not,  Mr. 
Franklin  i 

Mr.  Franklin.  I  think,  Mr.  Chairman,  I  will  have  to  go  back  a 
little  to  tell  you  just  how  this  transaction  came  about. 

The  Chaik^ian.  Are  you  not  going  to  testify  after  Mr.  Armstrong 
has  fini^;hcd  i    Would  it  not  be  better  if  you  would  wait  until  then  % 

Mr.  McKiNLEY.  I  suggest  that  the  gentleman  be  permitted  to 
finish  his  statement. 

Mr,  Armstrong.  You  asked  me  as  to  whether  this  arrangement 
was  made  before  or  after  the  lifting  of  the  embargo.  That  I  do  not 
know;  Mr.  Franklin  will  have  to  answer  that  question  for  you. 

Now,  the  State  Department  at  once  took  up  

Mr.  TiNCHER.  I  do  not  want  to  interrupt  you,  but  you  started 
to  spy  that  your  contention,  or  your  claim,  was  so  and  so,  I  am 
very  anxious  to  hear  that.    You  were  interrupted. 

Mr.  Armstrong.  Our  contention  is  simply  this,  that  we  were  an 
instrumentality  used  by  the  Department  of  Justice  and  by  the 
Department  of  State  in  an  endeavor  to  provide  an  adequate  siipply 
of  sugar  at  a  reasonable  price  for  the  United  States  Government; 
that_  our  compensation  was  fixed  as  agents  by  the  Department  of 
Justice;  that  we  were  a  mere  passive  instrumentality  in  the  whole 
transaction;  that  we  could  neither  move  in  any  wa}^  to  sell  this 
sugar,  to  dispose  of  it  to  protect  ourselves,  or  do  anything  else; 
that  our  entire  activities  in  this  entire  transaction  consisted  in 
bu3ring  sugar  and  supi)lying  the  money  for  it. 

Mr.  VoiGT.  What  was  the  loss  ? 

Mr.  xVrm.strong.  The  loss  was  about  SI, 800, 000. 

Mr.  TiNCUER.  It  is  a  moral  obligation  that  you  consider  the 
United  States  Government  owes  your  clients,  growing  out  of  the 
administration  of  one  of  the  war  measures  ^ 

Mr.  Armstrong.  Exactly;  yes,  sir. 

Mr.  TiNcuER.  It  would  be  nice  if  they  could  pay  all  those  moral 
obligations  that  they  owe.  Your  loss  was  created  bv  a  voluntary 
act  upon  your  part  In  an  effort  to  help  the  I'nited  States  Govern- 
ment. Now,  there  are  some  moral  obligations  that  ^ew  out  of 
conipulsory  acts  

Mr.  Armstrong.  Our  loss  was  created  solely  and  entirely  be- 
cause the  Department  of  State  failed  to  get  this  permit  from  the 
Argentine  Government,  after  assuring  us  that  they  had  this  per- 
mit, and  because,  under  the  circumstances,  we  were  merely  paissive 
agents  in  the  hands  of  the  Department  of  Justice  and  the  State 
Department  in  this  whole  matter. 

Now,  let  me  get  ahead  a  little  bit  further. 
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The  Department  of  State  undertook  to  get  permission  from  the 
Argentine  Government  for  the  export  of  these  sugars,  and  finally, 
after  two  months  negotiation,  thev  got  permits  from  the  ^Vi-gentine 
Government  for  the  exportation  of  the  1 3,902  tons  of  sugar  which 
had  alreadv  been  purchased.  I  should  like  to  read  in  evidence  a 
copy  of  that  permit  which  was  finally  given  by  the  Argentine  Gov- 
ernment on  the  23d  day  of  June,  1920. 

Mr.  TiNCHER.  Is  there  something  peculiar  about  the  form  of  it» 

Mr.  Armstrong.  Simply  that  it  recognizes,  at  the  request  of  the 
Department  of  State,  the  American  Tradmg  Co.  as  the  agent  of  the 
Department  of  Justice. 

(The  witness  read  in  evidence  the  text  of  the  document  referred  to, 
whiclx  is  here  printed  in  full,  as  follows:) 

[Tnaislatlon.  fiixp.  37l7&-19ao.l 

Ministry  of  Hacienda  of  the  Argenhnb  Nation, 

BwM»  Aire$^  June  2S^  1920. 

Having  seen  the  request  of  his  excellency  the  ambasBador  of  the  Umted  States  of 
America,  regarding  the  neceaaary  authorization  for  the  American  Trading  (^  o.,  pur- 
chafiing  agent  of  the  Department  of  Justice,  to  export  13,909  tons  of  sugar  of  national 
production;  and  considering  that  the  Goveriunent  is  animated  by  the  deeire  to  fuihU 
satisfactorilv  the  foregoing  petition,  made  direct  by  a  sister  nation— 

The  executive  power  of  the  nation  in  general  agreement  with  the  mimsterB  decrees: 

ARfncLE  1.  That  the  neceBBary  pOTnission  be  given  to  the  American  Tradmg  Co., 
purchasing  agent  for  the  Department  of  Justice  of  the  United  States  of  America,  to 
export  to  the  said  country  ]  3.909  tons  of  sugar  of  national  production- 

Abt.  2.  That  this  be  communicated,  published,  and  hied. 

Mr.  Armstrong.  After  that  decree  was  issued  the  price  of  sugar 
had  declined  very  materially. 

Mr.  VoiGT.  What  is  the  date  of  that? 

Mr.  xVrmstrong.  That  is  June  23,  1920;  the  price  of  sugar  had 
declined  materially,  and  one  of  the  main  reasons  for  that  decEne  was 
the  great  publicity  that  had  been  given  to  this  very  transaction.  The 
newspapers  had  carried  big  headlines,  ^*The  United  States  Govern- 
ment imports  100,000  tons  of  sugar  from  the  Argentme  Repubhc, 
and  that  coming  at  the  same  time  with  the  import  of  sugar  from 
other  countries,  the  price  of  sugar  declined  very  materially.  ^ 

Under  those  circumstances  we  went  to  the  Department  of  Justice. 
We  said,  ''Here,  we  have  got  13,902  tons  of  sugar  on  our  hands  with 
a  declining  market.  If  this  permit  had  been  given  to  us,  as  we  were 
assured  back  in  the  first  part  of  May  that  it  would  be,  all  of  this 
sugar  would  have  been  sold  before  shipment,  cash  on  delivery  when 
it  arrived  in  New  York,  and  that  is  what  the  transaction  originally 
meant  and  that  is  what  it  was  planned  to  be.  But  this  dehiy  of 
nearly  two  months  has  left  us  with  13,902  tons  of  sugar  on  our  hands 
and  the  market  declining  so  we  can  not  sell  it.  We  can  sell  ^ it  in 
Argentina,  because  the  price  of  sugar  has  gone  up  in  Argentina." 

The  publicity  given  to  the  fact  of  our  purchase  had  acted  in  the 
reverse  direction  in  the  Argentine,  naturally,  and  the  price  of  sugar 

had  gone  up  there.  . 
Mr.  McLaughlin  of  Michigan.  Had  it  gone  up  above  the  price  at 

which  it  was  bought  bv  vou  ? 

Mr.  Armstrong.  Above  the  price  at  which  it  had  been  bought  by 
US.   So  we  said,  ''Here,  the  only  thing  for  ns  to  do  is  to  sell  this  sugar 
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back.  "  But  the  American  ambassador  cabled  up  and  said,  "That 
won't  do  at  all ,  the  American  Govemment  can  not  go  down  to  the 
Argentme  and  buy  sugar,  and  then  when  it  has  put  the  price  up  turn 
around  and  dump  it  on  the  Argentme  market.'*  So  we  were  abso- 
lutely forbidden  to  sell  in  the  Argentine. 

Mr.  Jacowat.  You  were  in  had  shape,  weren't  you? 

Mr.  Armstrong.  We  were  in  very  bad  shape. 

I  will  read  the  letter  of  August  2,  1920,  addressed  by  the  Depart- 
ment of  Justice  to  Mr.  Franklm : 

Dbpartment  of  JirsilOB, 
Mr,  W.  S.  Fkanklin,  Waskingtan,  D.  C,  August  2,  mo. 

~  Vice  FresiderU  American  Trading  Co., 

25  Broad  Street,  New  York. 

Dbar  Mb.  Fkankun:  I  am  in  receipt- of  your  communication  of  July  29  in  reeard 
to  <N[)^M  of  a  COTtam  portion  the  14,000  tons  of  Argentine  sugar  contracted  for  bv 
bution  '  ^  ™  ^"^^      Depwrtment  of  Justice  participated  in  distn'- 

I  am  very  sorry  to  inform  you  that  under  no  circumstances  could  the  Govemment 
concurin  the  thou^t  even  of  allowing  any  portion  of  this  sugar  to  be  sold  in  the 
^^gentaie.  You  inll^find  attached  hereto  paraphmse  of  cablegram  received  from 
Wiley,  m  charge  of  the  embassy  at  Buenos  Aires,  which  very  definitely  states  the 
position  of  the  Govemment  m  this  transaction.  But,  in  spite  of  this,  I  took  the 
matter  up  with  the  State  Department  and  found  that  Ambassador  Simpson  from 
Argentina,  waa  here.  I  arranged  a  conference  with  him,  which  took  place  Saturday 
and  1  ^  not  b^in  to  make  you  understand  how  deeply  he  feels  on  this  subiect  ' 

He  also  brough  t  to  my  attention  a  matter  of  seeming  interest  to  you,  and  that  was  that 
tf  any  portion  of  tlus  sugar  was  sold  in  the  Axgenfine  it  would  be  ruination  to  the 
American  Trading  Co.  or  any  other  American  interests  that  might  be  involved  as 
well  as  a  very  senous  thing  for  the  United  States  Government. 

I  had  a  talk  with  Mr.  Linn,  you  representative  here  in  Washington  this  mominc, 
and  tned  to  make  him  understand  the  seriousness  of  this  thought 

I  do  not  feel  that  there  is  an  opportunity  for  you  or  the  B.  H.  Howell  Co.  to  lose 
any  nioney  on  this  transaction,  but  that  you  will  find  a  ready  sale  for  the  sugar  on 
ite  arrival  here.  I  have  been  assured  by  a  great  many  dealers  over  the  country  that 
tney  are  ready  to  buy  on  delivery,  but  would  not  contmct  ahead  of  time.    I  not  only 

f^TtS^tort  ^^"^^^  ^®  ^  expected 

•  I^«n*^Iea^^ng  for  a  short  ^'acation  on  Thursday  and  have  Idt  this  matt^  entirelv 
in  toe  hands  of  Mr.  Wilkins  during  my  absence. 
With  kindest  personal  regards,  I  remain, 
Yours,  tnuy, 

HowAju)  FioOy 
SpMfd  Amgiani  to  &e  Attomey  General 

The  paraphrase  of  the  cable  received  from  the  Argentine  is  as 
follows: 

The  Sbcbbtaby  of  State,  ^^"^ 
Washington,  D.  C: 

lu'S^t^^^l^W^^.^T^  P'"^  ^2  pesos  paper  per  10  kilos.  The  Government 
IS  bemg  attacked  bitterly  by  the  opposition  press  on  account  of  the  exorbitant  price  of 
BUpir  and  the  scarcity,  which  is  cbdmed  tol)e  due  to  the  permits  granted  for  export 
to  graft.  Su  icav  is  telegraphing  to  the  Am^icaa  Trading  (h.  regarding  their 
Cgportumty  to  sell  at  a  big  profit  here.  I  ui^e  that  you  direct  the  compi^not  to 
sell  any  of  the  14,000  tons  obtained  in  the  name  of  the  Govemment  uiulerW  circum- 
stances* This  would  create  a  most  unforfUnate  impression. 

Wiley. 

Subsequently  further  negotiations  were  taken  up  through  the  State 
Ijepartment,  and  finally  under  date  of  August  12  the  sugar  was 
offered  by  the  United  States  Government  to  the  Argentme  Govern- 
ment, but  the  price  of  sugar  had  declined  at  that  time  90  far  that  it 
was  impossible  to  sell  it  except  at  a  serious  loss. 
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Mr.  McLaughlin  of  Michigan.  That  is  in  writing,  is  it  ? 
Mr.  Abmstbong.  Yes,  sir.  .     ,  « 

Mr.  McLaughun  of  Michigan.  Will  you  read  it,  pLease  I 
Mr.  Abmstrong  (reading): 

No.  88.  Au»0BT  12  -6  p.  u. 

Ahbrican  Embassy, 

Buenos  Aires,  Argentina. 
Reference  is  made  to  vour  No.  185  of  August  6  and  Xo.  186  of  August  9 
1  If  approved  by  Sullivan  con\  ev  to  the  Government  of  Argentina  that  this  tiovem- 
ment  desires  to  stat«  again  its  appreciation  of  ite  favor  in  permitting  the  export  of 
sugar  to  relieve  neceeaities  in  this  country;  and  that  since  the  situation  m  the  L  mted 
States  has  been  remedied  in  large  measure  through  the  courteous  act  of  the  Argentine 
Government  and  at  the  same  time  the  market  in  Argentina  appears  to  be  sutfenng 
from  a  sugar  shortage,  this  Govemment  would  be  glad  to  resell  to  the  Argentoie 
Government,  if  it  so  desires,  or  on  the  market  under  its  supervision,  such  qimntities 
of  sugar  which  have  not  already  been  exported  to  the  United  States:  that  the  sugar 
is  o^red  at  16  cents  United  States  currency  and  amounts  to  4.38;^  tons,  lou  naay 
explain  to  the  Argentine  Govemment  if  you  think  ad^isable  that  the  stated  price 
is  placed  at  somewhat  abo\  e  purchase  price  in  order  to  cover  expenditures  incidental 
to  its  handling,  purchase,  and  storage.  ,      -   .  • 

2.  Please  be  careful  to  avoid  giving  impressioD  which  you  warned  against  m  your 
cal>U«rBin  of  July  29,  No,  178. 

Further,  when  this  sugar  began  to  arrive  in  this  country  Mr.  Figg 
insisted  tiiat  it  be  offered  to  the  canning  trade. 

Mr.  Young.  Before  you  leave  that  part  of  the  subject,  what 
finaQy  became  of  the  4,000  tons  ? 

Mr.  Abmstbong.  That  has  aiU  been  broi^ht  to  this  country. 

Mr.  Young.  There  was  no  resale  down  there  ? 

Mr.  Abmstbong.  No. 

Ifo.  Jacowat.  Why?  «.     ,    ,        i.  j 

Mr.  Abmstbong.  Because  the  price  they  offered  there  showed 
such  a  material  loss  that  we  decided  it  was  better  to  bring  it  to  this 

country.  i-     ,     i       i.  • 

Mr.  Jacowat.  And  then  the  price  there  dechned  below  the  pnce 

which  they  offered  ? 
Mr.  Armstrong.  Yes. 
Mr.  VoiGT.  What  did  they  offer? 

Mr.  Armstrong.  I  will  have  to  ask  Mr.  Franklin  to  answer  that. 

Mr.  Jacowat.  What  is  the  most  you  could  have  got  for  this  sv^ar? 
In  other  words,  what  would  have  been  your  minimum  loss? 

Mr.  Armstrong.  I  think  we  could  nave  gotten  out  with  a  very 
small  loss.  Mr.  Post  will  tell  you  about  that.  When  this  sugar 
arrived  it  was  the  judgment  of  the  people  here  that  it  should  be  offered 
to  the  trade  indiscriminately  and  that  the  thing  to  do  was  to  get  nd 
of  it  just  as  fast  as  possible. 

Mr.  Jacoway.  If  this  matter  should  be  adjudicated  in  a  court  of 
justice,  don't  vou  think  that  would  be  your  measure  of  damages? 

Mr.  Armstrong.  If  vou  will  let  me  contuiue  for  just  a  moment  I 
think  you  will  see  what  I  mean.  It  was  our  judgment  that  we  should 
at  once  offer  it  to  the  trade,  but  Mr.  Figg  said  no,  he  would  not  let  us. 
So  our  hands  were  tied  again. 

Mr.  TiNCHER.  Is  that  in  writing? 

Mr.  Armstrong.  No;  that  was  not  in  writing;  it  was  m  a  personal 
conversation.  He  said,  "  I  will  give  you  a  list  of  these  canners  who 
have  been  asking  for  this  sugar,  and  you  can  offer  it  to  them."  So 
we  had  to  follow  his  instructions. 
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Mr.  Toucher.  Was  that  the  same  man  that  said  he  did  not  think 
you  would  lose  any  money? 

Mr.  Armstrong.  That  is  the  gentleman  that  told  us  we  would  not 
lose  any  money. 

Mr.  TiNCHER.  Do  you  think  it  would  be  advisable  for  this  Congress 
to  pass  legislation  appropriating  money  to  reimburse  people  that  lost 
money  on  such  advice  as  that  from  the  present  administration  ? 

Mr.  Glasgow.  If  you  will  allow  me,  it  is  not  a  question  of  appro- 
priation. 

Mr.  Armstrong.  We  are  not  asking  for  any  appropriation  of  any 
kind  whatsoever.    We  will  come  to  that  in  just  a  moment. 

Answering  this  gentleman's  question^  I  will  say  we  were  instructed 
by  our  principal  here,  for  whom  we  were  doing  the  whole  business, 
not  to  offer  those  shipments,  and  he  gave  us  a  list  of  various  canners 
that  he  wanted  us  to  offer  them  to,  and  we  followed  instructions  and 
practicallv  none  of  them  would  take  it. 

Mr.  Y  OUNG.  I  am  practically  at  sea;  I  came  in  a  little  late.  You 
say  you  are  not  asking  for  any  appropriation  

Mr.  Glasgow.  I  will  explain  why  tliat  is.  May  I  explain  all  about 
that  ?  They  are  not  asking  any  appropriation  in  the  sense  of  asking 
Congress  to  appropriate  from  the  Treasury.  The  Sugar  Equalization 
Board  has  accumulated  quite  a  large  surplus;  I  will  explain  in  a  mo- 
ment how  that  occurred.  And  their  proposition  is  for  the  Congress 
to  authorize,  if  it  sees  proper,  the  Sugar  Equalization  Board  to  use  the 
surplus  in  its  hands  to  take  over  the  transaction,,  not  to  make  an 
appropriation  out  of  the  Treasury. 

Mr.  Young.  Your  theory  is  

Mr.  Glasgow.  I  have  no  theory. 

Mr.  Young.  Well,  I  say  your  theory,  so  far  as  we  are  concerned 
as  a  committee,  is  that  we  have  got  jurisdiction  to  do  something  here 
to  reach  that  situation  ? 

Mr.  Glasgow.  As  I  will  explain  to  you,  the  Sugar  ^Equalization 
Board  is  not  goin^  to  do  anything  in  this  connection  unless  you  gen- 
tlemen tell  us  to  do  it. 

The  Chairman.  This  calls  for  no  appropriation  out  of  the  United 
States  Treasury,  but  it  calls  for  an  appropriation  out  of  the  treasury 
of  the  corporation,  which  is  owned  by  the  Government,  whien 
amounts  to  the  same  thing. 

Mr.  Glasgow.  I  was  oruy  trying  to  clarify  the  situation. 

The  Chairman.  I  wanted  to  make  that  clear,  too.  It  means  the 
same  thing? 

Mr.  Glasgow.  I  say,  it  does  not  require  any  appropriation  from  the 
Treasury. 

Mr.  Armstrong.  I  am  going  to  finish  in  just  a  moment.  The 
situation  is  that  9,000  tons  of  this  sugar  remains  still  on  hand,  undis- 
posed of  .  And  every  step  that  we  have  taken  here  has  been  pursuant 
to  the  direction  of  the  Department  of  Justice. 

Mr.  VoiGT.  What  became  of  the  other  4,000  tons  ? 

Mr.  Armstrong.  They  were  sold  at  the  proper  price;  that  is,  they 
were  sold  at  cost — — 

Mr.  VoiGT.  In  this  country? 

Mr.  Armstrong.  In  this  country,  f.  o.  b.  New  York,  at  cost  plus 
the  conmiission,  less  2  per  cent  for  cash,  and  there  remain  9,000 
tons  on  hand  which  has  not  been  sold. 
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Mr.  VoiGT.  Your  clients  got  theh  1  cent  a  pound  out  of  that? 

Mr.  Aemsteong.  On  the  part  that  was  sold. 

Mr.  VoioT,  Did  they  get  any  morel 

i&r.  Abmstbong.  No.  . 

Mr.  Glasgow.  They  could  not  under  the  contract. 

Mr.  Abmstbong.  Under  our  contract  with  the  Government  we 
were  limited  to  1  cent.  And  more  than  that,  when  we  sent  these 
notices  out  to  the  trade  that  this  sugar  was  avadable  it  was  specihed 
that  this  sugar  was  available  at  cost,  f.  o.  b.  New  York  and  tha  the 
cost  had  been  estunated  as  closely  as  the  importers  coxdd  estimate  it, 
and  if  when  the  final  accounts  were  made  up  it  wap  discovered  it  was 
less  a  rebate  would  be  made. 

Mr.  Jacoway.  What  grade  of  sugar  was  this  ? 

Mr.  Abmstbong.  It  was  an  inferior  grade  of  refaned  sugar. 

Mr.  Jacoway.  Not  granulated  ? 

Mr.  Abmstbong.  It  was  granulated  sugar,  but  not  as  good  as 

American  granulated. 

Mr.  Voigt.  Were  the  4,000  tons  sold  at  or  below  the  market  t 
Mr.  Abmstbong.  They  were  sold  absolutely  at  the  market.  Ihey 

were  sold  very  much  below  the  market  at  the  time  this  transaction 

was  entered  into,  but  when  they  arrived  here  I  thmk  they  were  sold 

approximately  at  the  market. 

The  Chaibman.  You  spoke  of  your  contract.    Your  contrnct 

if  you  caU  it  a  contract,  had  reference  to  the  pnce  to  be  charged  and 

the  profit  to  be  allowed  ?  .        ,     i  j 

Mr.  Abmstbong.  It  had  reference  to  the  price  to  be  charged — - 

The  CiLViBMAN.  The  same  as  every  other  dealer  m  sugar.  Ihe 
Government  fixed  the  price  and  the  profit.  It  fixed  the  pnce  on  the 
Atlantic  coast  at  9  cents,  did  it  not  ? 

Mr.  Abmstbong.  Yes;  but  we  were  to  perform  a  certam  service 
here  that  we  had  no  interest  in  at  all. 

The  Chaibman.  It  fixed  the  price  of  beet  sugar  at  6^  cents  i 

Mr.  Abmstbong.  Oh,  yes;  it  did  fix  the  price  generally. 

The  Chaibman.  And  in  Louisiana  at  17  cents? 

Mr.  Abmstbong.  Oh,  ves;  it  fixed  the  price  for  everybody. 

The  Chaibman.  Then 'in  what  respect  does  your  contract,  it  you 
call  it  a  contract,  differ  from  every  other  contract  that  was  made « 

Mr.  Abmstbong-  We  were  not  producers  of  sugar — — 

The  Chaibman.  Very  few  of  them  were  producers  of  sugar. 

Mr.  Abmstbong.  We  had  no  sugars  on  hand. 

The  Chaibman.  Neither  did  the  others. 

Mr.  Abmstbong.  I  will  finish  m  just  a  moment. 

When  we  were  faced  with  this  loss,  the  Department  of  Justice 
suggested  that  the  United  States  Sugar  Efiualization  Board  take  over 
the  transaction.  The  Department  ol  Justice,  the  Department  of 
State  the  United  States  Sugar  Equili/alion  Board,  and  everybodv 
that  looked  mto  this  transaction  thought  it  was  perfectly  proper  and 
right  for  the  Equalization  Board  to  take  it  over,  lor  one  govern- 
mental agency  to  take  over  the  transactions  of  another,  except  that 
thev  did  feel  that  under  the  terms  of  the  McNary  Act  and  under  the 
law  as  it  existed  the  President  did  not  have  the  authority  to  sign  an 
Executive  order  directing  the  United  States  Sugar  h^quahzation 
Board  to  take  it  over.  The  Attorney  General  was  of  the  opuuon 
that  the  President  might  have  such  an  authority  

The  Chaibman.  To  take  over  what? 
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Mr.  Akmstrono.  To  take  over  the  importation  of  this  13,902  tons 
of  sugar,  this  entire  transaction. 

The  Chairman.  He  had  the  authority  to  take  over  the  Oabaa 
crop,  and  was  directed  and  reminded  of  His  duty  to  take  it  over. 

Mr.  Armstrong.  1  think  I  had  better  leave  that  to  Juc^  Glasgow 
I  think  he  will  explain  that. 

The  purpose  of  this  bill  here  is  to  cure  that  apparent  lack  of  author- 
GEity  and  to  authorize  the  Government  to  direct  one  governmental 
agency  which  it  created,  the  United  States  Sugar  Equilazation 
Board,  which  should  have  handled  this  transaction,  to  take  this 
transaction  over  from  the  Department  of  Justice,  which  had  handled 
it  and  in  whose  hands  we  were  mere  instaiimentalities. 

The  CHAnoiAN.  lliank  you,  Mr.  Armstrong;  we  will  hear  Mr. 
Frankhn. 


STATEMENT  OF  MB.  WALTEB  S.  FBAITKIIV,  VICE  PBESI- 
OSET  AMEBICAE  TBADITO  CO.,  EEW  TOBK,  V.  T. 

Mr.  Feanklin.  Gentlemen,  you  have  heard  from  Mr.  Armstrong 
about  how  this  transaction  started.  I  think,  perhaps,  I  had  better  go 
back  to  the  meeting  which  he  mwitioned,  which  1  attwded,  in  me 
Department  of  Justice,  at  the  request  of  the  Departm^t  of  Justice, 
on  May  7- 

At  tnat  meeting  we  were  asked  to  enter  into  an  arrangement  to  pur- 
chase sugar  in  the  Argentine,  to  bring  that  sugar  to  the  Umted 
States,  and  to  distribute  it  here  under  the  direction  of  the  Department 
of  Justice.  Our  reply  to  that  was  HksA  Uiere  were  two  objections 
which  we  knew  of:  First,  there  was  the  export  embargo  in  the 
Argentine.  Second,  we  had  no  facilities  wnatever  to  distribute 
sugar.  Mr.  Figg,  who  was  a  special  assistant  to  the  Attorney  Gen- 
eral, replied  to  that,  stating  that  he  would  arrange  through  the  De- 
partment of  Justice  for  the  modification  of  that  embargo,  and  tiiat 
he  would  secure  the  s^*vices  of  a  reputable  sugar  house  to  do  the 
distributing. 

Our  reply  was  that  under  those  conditions  we  would  consider  enter- 
ing into  the  transaction.  Under  date  of  May  11  he  wrote  us  a  letter, 
which  you  gentlemen  have  heard,  stating  liiat  that  export  permit 
could  be  secured,  and  requesting  us  to  go  ahead  and  pm-chase  those 
sugai^.  We  therefore  cabled  our  representative  in  Buenos  Aires  to 
purchase  5,000  tons  of  sugar.  He  purchased  that  5,000  torn  currently 
as  he  could  get  it.  We  increasea  that  amount,  as  on  May  13  the 
Department  of  Justice  asked  the  State  Department  to  actually  secure 
the  permit  for  30,000  tons  of  sugar;  thafis,  a  permit  for  the  exporta- 
tion from  the  Argentine. 

We  then  heard  from  our  agent  in  the  Argentine,  about  a  week  after 
our  original  mstructions  to  him  to  purchase  the  sugar,  that  he  had 
not  received  any  permit  nor,  so  far  as  he  knew,  had  the  American 
ambassador  secured  any  permit.  We  immediately  cabled  hun  to 
stop  the  purchase  of  sugar  at  that  time.  He  reported  to  us  that  he 
had  actually  nurchased  14,000  tons. 

I  came  to  W^hington  inmiediately,  saw  Mr.  Figg,  and  explained 
to  him  thi^  we  had  foUowed  his  request  and  that  we  looked  to  him 
to  secure  the  necessary  permit  to  move  that  sugar  out. 
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He  took  it  up  with  the  State  Department,  and  the  State  Depart- 
ment actively  followed  the  matter  up  in  cables  to  the  American 
ambassador,  but  it  was  not  until  June  26  that  the  actual  pernut  was 
turned  ovot  to  the  American  ambassador. 

Now,  gentlemen,  the  idea  of  this  transaction  was  to  help  the  De- 

?artment  of  Justice  in  its  campaign  to  reduce  the  high  cost  of  hving. 
he  price  of  sugar  that  we  obtained  there  was  about  13  or  14  cents. 
The  estimated  cost  of  shippmg  that  sugar  up  here,  the  export  duties 
in  the  Aigentine,  the  import  duties  in  the  United  States,  storage 
charges,  etc.,  brought  the  price  of  that  sugar  up  to  about  21.31,  as 
closely  as  we  could  estimate  it. 

At  the  time  we  were  to  offer  that  sugar  on  the  market— which  you 
will  remember  was  during  the  second  and  third  weeks  of  May — the 
price  of  sugar  in  the  United  States  was  between  26  and  30  cents  to 
the  retailer.  The  Department  of  Justice  gave  us  a  list  of  canners 
and  preservers  to  whom  we  should  offer  this  sugar.  We  were  unable, 
of  course,  to  offer  this  sugar  until  we  actually  had  the  permit  in  hand; 
otherwise,  we  would  have  been  short  on  the  sugar  market  and  in  a 
very  serious  position  at  that  time.  We  were  therefore  tied  until  we 
could  find  out  that  that  sugar  was  actually  going  to  be  released  from 
the  Argentine. 

The  permit  was  secured,  as  I  have  stated,  on  June  26.  We  were 
then  held  up  between  that  time  and  July  2  before  a  letter  actually 
went  out  to  the  canners  and  preservers. 

The  Chacucak.  Who  issued  that  letter  ? 

Mr.  Frankun.  That  letter  was  sent  out  by  B.  H.  Howell,  Son  & 
Co.,  vatd&t  tibe  direction  wid  the  wording  of  the  Department  of 

Justice. 

The  Chaibman.  Have  you  a  copy  of  that  letter  ? 

Mr.  Fbanklin.  Yes,  sir;  it  will  be  furnished  to  you. 

(The  btter  i^erred  to  and  furnished  later  is  inserted,  as  follows:) 

WAsmNGTON,  D.  C,  January  it,  1921. 

Hem.  Gilbert  N.  Haugen, 

Chairman  Mouse  Committee  on  Agriculture, 
Dear  Sir:  In  accordance  with  vonr  request  contained  on  page  21»  of  the  record  of 
the  hearing  on  House  Joint  resolution  224,  we  are  t^ubmitting  herewith  a  copy  of  the 
letter  of  July  2  written  by  B.  H.  Howell,  8on  ik  Co.,  under  which  they  ofier  the  sugars 
received  from  the  Argentine  to  the  trade  under  the  direction  of  the  Departmeat  ol 
Justice.  There  is  attached  to  tiie  lett^  the  form  of  contoict  under  whidi  die  sugaxs 

were  sold. 

Very  truly,  yours, 

LoBEKZo  D.  Armstrong. 


[Fonn  of  letter  to  Jobbers  ap^wred  by  I>epartmeat  of  Justice.] 

JuLT  2, 1920. 

Under  dixectioxis  from  the  Department  of  Justice  and  a  plan  of  distribution  approved 

by  them,  we  have  allotted  you  bags  of  sugar  of  70  kilos  or  about  150  pound 

each,  for  shipment  from  Argentina,  which  are  expected  to  arri\  e  about  30  days 

after'date  of  shipment,  at  a  price  not  to  exceed  21.80  cents  per  pound.  2  per  cent 
cadi  f.  o.  b.  New  York,  terms  sight  draft  against  bill  of  lading,  net  landed  weights. 
No  arrival,  no  sale. 

For  full  details  as  to  terms,  we  are  iucloedng  herewith  copy  of  the  proposed  contract 
we  will  furnish  you  upon  receipt  of  your  acceptance  of  the  auotment . 

In  arriving  at  the  price  of  21.30.  various  charges  have  been  estimated,  and  if  upon 
arrival  of  the  sugar  it  is  found  that  the^^e  charges  are  less  than  estimated,  the  buyers 
will  be  issued  a  credit  memorandum  for  the  difference  due,  if  any. 
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The  Department  of  Justice  also  wishes  to  have  it  distinctly  understood  that  these 
igars  are  to  be  redistributed  by  the  jobber  for  essential  uaag^  only,  that  is,  to  essen* 

u  induptries  and  retailera. 
Very  truly,  yours, 

B.  H.  Howell,  Son  &  Co. 


[Form  of  contract  approved  by  the  Department  of  Justice.] 
B«  P.  HOWEIX,  SDK  A  CO, 

Howell's  Order  No.  . 

Date.  

Sold  to  , 

Address.  . 

About  — - —  pounds  of  Argentine  gmaula.ted  sugar  pa^^ked  in  bags  of  about  150 
pounds  each. 

At  twenty-one  and  31/100  (21.30  ct.)  cents  per  {xjund,  less  2  per  cent  duty  paid, 

f.  0.  1).  Xew  York  City,  net  landed  weights. 

Should  various  estimated  charges  used  in  arriAang  at  the  above  price  prove  less 
than  expected,  credit  voucher  for  the  difference  A\dll  he  rendered  the  buyer. 

Shipment  by  steamer  or  steamers  from  Argentine  during  ,  1920,  to  New  York, 

No  arrival,  no  sale. 

Terms:  Sight  draft  against  bill  of  lading  or  delivery  order,  for  invoice  amoimt. 
Should  any  unforeseen  circumstances,  such  as  accidents,  stress  of  weather,  etc.. 
prevent  the  shipment  or  arrival  of  the  sugar  within  the  time  specified,  buyers  will 

accept  deli\  ery  when  made. 

^  The  execution  by  sellers  of  this  contract  is  pubject  to  force  majetire  and  is  also  con- 
tingent upon  strikes,  accidents,  fire  r^:alations,  or  restrictions  imposed  by  any  Grov- 

ernment  or  governmental  agency,  or  other  delays  beyond  seller's  control. 

This  sugar  will  have  to  be  redistri])uted  by  the  buyer  to  essential  usage  as  outlined 
by  the  Department  of  Justice,  Washington,  D,  C. 

Accepted. 

On  that  letter  there  were  about  5,100  tons  actually  accepted  by 
the  caniiers  and  preservers  to  whom  the  sugar  was  offered. 

At  that  time  no  more  of  this  Argentine  sugar  could  l)e  sold,  fc^ydp 
reason,  as  you  have  already  been  told,  of  the  notoriety  that  was 
the  transaction  and  because  there  was  a  drop  in  the  price  of  su<2:ar 
after  that  date  and  sugar  was  no  longer  desired  at  that  price.  The 
crux  of  the  situation  was  broken. 

Mr.  PuRNELL.  At  what  price? 

Mr.  Fraxklin.  At  21.31. 

Mr.  PuRNELL.  That  is  what  it  cost  to  bring  it  into  the  country? 

Mr.  Franklin.  Yes,  sir. 

Mr.  PuRNELL.  What  were  you  selling  it  for  to  the  canners? 

Mr.  P'ranklin-  For  21.31;  and  that  included  our  commission  on 
the  entire  transaction. 

Mr.  Mc  Kin  LEY.  Mr.  Franklin,  was  not  the  whole  theory  of  the 
Department  of  Justice  in  bringing  in  the  Argentine  sugar  the  idea 
of  breaking  what  practically  was  a  comer  on  Cuban  sugar? 

Mr.  Frankijn.  I  think  it  was  not  a  q^uestion  of  breaking  the  cor- 
ner, sir,  but  it  was  decidedly  the  question  of  breaking  the  market. 
I  do  not  know  that  they  knew  there  was  any  corner,  nor  did  I  know 
that  there  was  any  corner,  but  thori>  is  no  doubt  about  it  that  the 
proposition  of  the  Department  of  Justice  in  askinfj:  us  to  go  into  this 
transaction  was  to  break  the  price  of  sugar,  and  that  was  why  we 
were  a^vcd  to  go  into  the  transaction. 

Mr.  McKiNLEY.  And  it  broke  it? 

Mr.  Franklin.  And  it  broke  it. 
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'  The  Chairman.  They  broke  it  just  as  they  broke  the  price  of 
wheat.  Mr.  Hoover  said  wheat  would  go  to  $7  a  bushel,  yet  they 
put  it  down  to  $2.20. 

Mr.  Frankun.  I  sm  not  a  wheat  expert. 

The  ChaibicAn.  The  purpose  was  to  reduce  the  price. 

Mr.  Fbankun.  The  purpose  was  to  reduce  the  price;  yea,  sir; 
-whirh  was  accomplished. 

The  Chairman.  There  was  also  a  considerable  amount  of  meat 
purchased  by  the  War  Department,  which  was  sold  at  a  reduced 
price  last  summer. 

Mr.  Franklin.  That  I  am  not  familiar  with.  » 

There  is  one  more  point  I  want  to  bring  out.  On  July  29  it  was 
d^initely  found  that  we  could  not  sell  this  sugar  in  the  United  States 
at  the  price  which  it  cost  us.  I  therefore  wrote  to  the  Department 
of  Justice  and  explained  to  them  that  we  could  resell  that  sugar  in 
the  Argentine.  You  gentlemen  have  heard  that  letter.  We  were 
prevented  from  doing  that  because  of  the  statement  of  the  Depart- 
ment of  State  ^at  as  the  sugar  had  been  purchased  at  the  request 
of  the  United  States  Government  and  because  it  had  been  purchased 
in  the  name  of  the  United  States  Government,  as  is  shown  in  that 
cablegram  from  the  ambassador^  we  were  unable  to  sell  that  sugar, 
imd  wey  instructed  us  not  to  do  so.  We  could  have  gotteli  out  of 
the  transaction  at  that  time. 

Therefore,  we  brou^t  the  entire  amount  of  sugar  here  to  the 
United  States,  and  there  remain  on  hand,  as  you  nave  been  told| 
9,000  tons. 

Mr.  Young.  What  is  it  worth  to-day  ? 

Mr.  Franklin.  If  we  sold  it  on  the  market  as  it  is  now,  as  I  under- 
stand it  from  sugar  people  in  New  York,  that  sugar  is  worth  to*4ay 
about  6i  cents. 

The  GHAmiCAN.  Why  were  you  prohibited  from  sdling  it  in  the 
Ai^entine  ? 

Mr.  Franklin.  Because  the  cynbassador  and  the  State  Depart- 
ment told  us,  through  the  D^artment  of  Justice,  that  it  would  be 
impossible  to  sell  down  there  without  eausi^  difficulties  between  the 
American  Government  and  the  Ai^entine  (Sivemment.  Mr.  Chair- 
man, I  can  only  show  you  what  is  in  the  documents  of  the  State 
Department,  and  there  is  a  representative  of  the  State  Department 
here  who  will  tell  you  that  that  is  exactly  what  they  heard  from  the 
American  ambassador,  and  we  were  instAicted  not  to  do  it'.  And 
We  considered  that,  as  we  wwe  acting  as  the  agents  of  the  Department 
of  Justice,  it  was  impossible  for  us  to  do  anvthin^  in  tiie  matter. 

Mr.  Armstrong.  May  I  interrupt  to  say  tnat  this  sugar  was  bought 
in  the  name  of  the  United  States  Govemm^t,  and  it  was  the  question 
of  the  United  States  Government  directly  sdlii^  back  to  the  Argentine 
Government.  It  was  a  Gov^nment  traxisaction,  so  far  as  the 
Arcentine  was  concerned. 

Chairman.  It  eould  only  be  imported  under  those  ctmditions, 
I  presume  ? 

Mr.  Armstrong.  Exactly,  sir. 

Mr.  Hutchinson.  You  got  that  prohibitory  order,  and  then  later 
you  got  the  order  that  you  could  sell  it.   What  changed  the  situation  ? 
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Mr.  Franklin.  T  suppose  it,  was  because  of  the  pressure  that  we 
tried  to  bring  on  here.  We  finally  offered  to  sell  to  the  Argentme 
Government— the  American  Government  offered  to  sell  to  the 
Argentine  Government,  but  they  dechned  to  take  it. 

Mr.  Hutchinson.  But  at  first  you  said  they  could  not  sell  it,  and 
afterwards  they  gave  you  permission  to  sell  it? 

Mr.  Franklin.  No,  sir;  if  I  said  that  I  am  in  error.  I  said  that 
the  Department  of  State  sent  a  cablegram  to  the  American  am- 
bassador to  ofl^er  to  the  Aj^entine  Govemment  thm  sugar  that  was 
still  in  the  Argentine. 

Mr.  Armstrong.  Is  it  not  true  that  in  that  interval— there  was 
quite  a  delay  there— the  price  had  declined  in  the  Areentine,  which 
changed  the  situation  in  the  Ai^entine  ? 

Mr.  Franklin,  That  is  shown  bv  the  cablegram  which  you  have 
already  submitted,  dated  August  12"!  Absolutely  not,  sir.  The  price 
of  sugar  at  the  time  we  offered  to  sell  it  was  higher  in  the  Argentine 
than  at  the  time  we  bought  the  sugar. 

The  Chairman.  I  understood  you  to  say  it  had  declined. 

Mr.  Franklin.  No,  sir. 

Mr.  VoiGT.  When  the  price  m  the  Arg^tine  was  up  our  Govern- 
ment refused  to  let  you  sell  this  sugar  ? 
Mr.  F-ranklin.  Quite  true,  sir. 

Mr.  VoiGT.  And  subsequently  when  the  price  had  gone  down  our 
Govemment  did  attempt  to  bring  about  a  sale  in  the  Ai^nttne  ? 

Mr.  Franklin.  Absolutely,  sir;  to  the  A^entine  Govemment. 

The  Chaibman.  Why  did  the  Government  prohibit  you  from 
selling  it?  *^ 

Mr.  Franklin.  I  stated  that,  sir  

The  Chairman.  It  would  create  Ihction  between  the  two  countries  ? 

Mr.  Franklin.  Yes,  sir. 

The  Chairman.  Do  you  contend  that  this  Government  should  do 
anything  to  create  friction  between  governments  to  accommodate  one 

exporter  ? 

Mr.  Franklin.  I  am  stating  that  to  show  you  that  we  were  acting 
as  the  agents  of  the  Department  of  Justice  and  were  not  free  to  s^ 
this  sugar  at  our  own  volition,  and  that  we  had  to  sell  to  wh(mi  the 
Govemment  pleased  to  sell  at  that  time  and  where  the  Govemment 
pleased  to  sell  it. 

The  Chairman.  In  what  respect  did  that  restriction  differ  from 
the  restriction  placed  upon  any  other  trader  ? 

Mr  Franklin.  Why,  I  think  very  clearly  in  this,  sir,  that  we  were 
asked  to  go  into  this  transaction. 

The  Chairman.  Were  not  others  ? 

Mr.  Fbankun.  Not  to  my  knowledge.  No  one  else  that  I  know  of, 
Mr.  Chairman,  was  asked  

The  Chairman.  The  appeal  was  made  to  everybody  to  stimulate 
production,  was  it  not  ? 

Mr.  Fbankun.  No  one  else  that  I  know  of,  Mr.  Chairman,  was  asked 
to  go  to  a  foreign  country  to  purchase  sugar  and  bring  sugar  into  the 
United  States,  and  then  not  allowed  to  sell  that  sugar  to  anyone 
other  than  whom  the  Department  of  Justice  should  designate.  Nor 
was  anyone  else  that  I  have  ever  heard  of  forbidden  to  sell  any 
commodity  which  they  bought  in  the  country  in  which  they  had 
pmtshasedit. 
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Mr.  Young.  Let  me  ask  you  one  question  there:  Were  you 
licensed  as  dealers  under  the  food-control  act? 
Mr.  Franklin.  Yes,  sir;  we  were. 
Mr  Young.  You  were  licensed  dealers? 

Mr.  Franklin.  Yes,  sir.  »         .  j  u  *  • 

Mr.  Young.  Of  course,  that  Ucense  had  to  be  respected,  but  in 
this  particular  transaction  you  claim  you  were  act'n^  as  the  agen^ 
of  the  Department  of  Justice  and  representing  the  Department  of 
Justice  to  do  the  kind  of  thing  they  wanted  done? 

Mr.  Franklin.  I  have  tried  to  tell  you  that  in  exactly  those  worcls. 

Mr.  Young.  They  had  two  strings  on  you  then,  one  as  their  agent 
and  the  other  as  their  licensee  ? 

Mr.  Franklin.  Quite  right.  . 

Mr.  Armstrong.  Mr.  FrankUn,  was  your  company  m  the  general 

business  of  importing  sugar  ?  •     ,  • 

Mr.  Fr.\nklin.  In  the  general  exporting  and  miportmg  busmess, 
and  had  been  for  over  50  years.  ,  ,  •  a 

Mr.  McKiNLEY.  Is  not  this  the  whole  situation,  stated  briefly: 
The  United  States  Government  found  that  sugar  was  high,  and  wh«i 
they  heard  that  there  was  150,000  tons  of  sugar  in  the  Argentme  the 
Government  as  a  Government  attempted  to  buy  the  sugar  from  the 
Argentine  Government,  in  order  to  break  the  price  here ;  that  when 
it  was  advertised  that  thev  were  going  to  take  all  this  sugar  out  of  the 
Argentine  it  put  up  the  price  in  the  Argentine,  and  then  when  they 
found  you  were  wilUjog  to  leave  it  down  there  the  price  went  down  m 

the  Argentine  ?  , 
Mr.  Franklin.  Yes,  sir;  that  is  more  or  less  the  exact  status  of  the 

*^^he  Chairman.  What  is  your  contract  to  buy  on  account  of  the 
Government  ?    Have  you  aiiy thing  to  show  that  you  had  a  contract 

with  them?  ,  .  ,  .       ^  t 

Mr.  Franklin.  We  consider  that  letter,  which  the  Depaitment  ot 

Justice   ,  .  .  JO 

The  Chairman.  The  letter  which  was  read  into  the  record  ? 

Mr,  Franklin.  Yes,  sii-;  and  their  request  on  us  to  enter  mto  this 

transaction.  ,     i  xi.  » 

The  Chairman.  And  vour  claim  is  based  wholly  on  that  letter  ( 

Mr.  Franklin.  And  on  what  follows,  to  show  that  we  were  actually 
acting  as  agents  of  the  Government. 

The  Chairman.  You  were  licensed  just  the  same  as  any  other 
dealer  in  sugar.  They  made  a  direct  appeal  to  you  to  import  the 
sugar,  that  you  might  handle  it  at  a  profit  of  1  cent  a  pound  ? 

Mr.  Franklin.  I  do  not  think  that  that  is  the  actual  status  of  the 
case,  Mr.  Chairman.  I  think  our  situation  was  entirely  different,  iii 
that' they  came  after  us,  told  us  to  purchase  these  sugars  in  a  specific 
place,  told  us  the  commission  that  we  could  make,  gave  us  a  list  to 
whom  we  should  distribute  the  sugars,  and  then  told  us  that  we  could 
not  resell,  because  the  sugars  were  obtained  in  the  name  of  the  United 
States  Govemment.    Now,  if  that  does  not  change  the  transaction, 

I  am  unable  to  see  it.  •  r  u 

Mr.  Young.  You  entered  this  transaction  at  the  mstance  of  the 

United  States  Government  ?  ' 
Mr.  Franklin.  Quite  right,  sir. 
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Mr.  YouxG.  You  would  not  have  entered  it  had  not  the  United 
States  Government,  thiough  the  Department  of  Justice,  asked  you 
to  do  so  ? 

Mr.  Fraxkltx.  No,  sir. 

Mr.  Young.  And  everything  yoii  did  hi  eonnection  with  this  trans- 
action, from  its  v^ry  mception  up  to  this  time,  so  far  as  these  sugars 
were  concerned,  you  did  as  an  agent  of  the  United  States  and  under 
their  directions?  ^ 
Mr.  Fraxkltx.  Absolutely. 

Mr.  YorxG.  You  could  not  follow  vour  own  volition  with  re£erence 
to  handling  the  stuff  that  you  finally  got  on  liand? 
Mr.  Fraxklix.  Absolutely  not,  sir. 

Mr.  YorxG.  And  now  you  find  yourselves  caught  with  these 
several  thousand  tons  of  sugar  that  you  have  been  unable  to  dispose 
of  being  hedged  about  by  the  edict  of  the  Government  itself? 

Mr.  Fraxklix.  Yes,  sir. 

Mr.  PuRXELL.  Did  you  understand  when  vou  undertook  the  pur- 
chase of  this  sugar  th^t  the  purpose  of  bringinjg  it  m  here  was  to  bredc 
the  market  here  ? 

Mr,  Fraxklix.  Absolutely,  sir;  that  letter  so  states. 

Mr.  Pi  rxell.  How  did  you  expect  to  be  rehnbursed  for  any  loss 
that  might  occur,  if  any  occurred? 

Mr.  Fraxklix.  That  question  is  verv  easily  answered  by  this:  If 
the  export  permit  had  been  granted  at  the  time  that  it  was  requested 
there  would  have  been  no  question  of  a  loss,  for  the  reason  that  the 
sugars  would  have  been  sold  as  they  were  purchased. 

Mr.  Pt^rxell.  Was  there  anything  said  to  vou  by  Mr.  Figg  or  any 
other  representative  of  the  Department  of  Justice  that  would  lead 
you  to  believe  that  the  Govemmcmt  would  take  care  of  you  in  case 
there  was  a  loss  sustained  ? 

Mr.  Fraxklix.  No,  sir. 

Mr.  PuRXRLL.  Nothing  was  said  about  anr  loss  ? 

Mr"^  Fraxklix.  No,  sir. 

Mr.  McLaughlix  of  Michigan.  How  did  yc  u  and  the  Government 
happen  to  get  together  in  the  very  first  instance? 

Mr.  Franklin.  Why,  it  was  suggested  when  this  sugar  was  found — 
when  it  was  found  that  this  sugar  was  down  there  we  were  in  the 
State  Department,  and  it  was  suggested  that  we  talk  to  the  Depart* 
ment  of  Justice  in  connection  with  the  transaction. 

Mr.  McLaughlin  of  Michigan.  You  had  gone  to  the  State  Depart- 
ment to  talk  about  sugar  from  the  Argentine,  had  you  ? 

Mr.  Franklin.  No,  sir;  we  had  gone  to  the  State  Department  in 
connection  with  general  business  pertaining  to  the  import  and  ex- 
port business. 

Mr.  McLaughlin  of  Michigan.  Who  first  brought  up  the  subject 
of  sugar  from  the  Argentine  ? 

Mr.  Franklin.  I  am  unable  to  say  tiiat.  It  was  in  connection 
with  a  discussion  m  the  State  Department  as  to  duties,  and  we  were 
asking  about  export  and  import  duties,  and  the  question  came  up 
then.  1  do  not  know  but  what  I  may  have  said  that  there  were 
sugars  in  the  Argentine  and  sugars  in  Java,  etc.,  and  so  on.  They 
suggested  that  we  tell  the  Department  of  Justice  about  it.  We  told 
the  Department  of  Justice  about  that  transaction  m  April,  and  then 
heard  nothing  more  from  it  at  all  until  May     at  which  time  we  were 


called  down  here  to  the  meeting.  It  was  about  April  20,  as  I  remem- 
ber it,  when  I  was  in  Washington  in  connection  wi^  other  matters. 

Mr.  McLauhglix  of  Michigan.  I  was  trying  to  get  at  the  siutation. 
It  is  either  one  thing  or  the  other.  Perhaps  you  expected  to  get  that 
sugar  and  make  some  money  out  of  it,  if  the  United  States  QoVem- 
ment  would  permit  it  and  let  you  cany  it  on  in  a  certain  Way,  P^^Mips 
in  its  name.  On  the  other  "  hand,  the  Government  of  the  United 
States  might  have  seen  that  situation  and  wished  you  gentlem^  to 
act  for  the  Government. 

Mr.  Fraxklix.  The  point  is  this,  sir  

Mr.  McLaughlin  of  Michigan.  How  did  this  tiling  start,  and  how 
did  it  develop? 

Mr.  Franklin.  Well,  it  started  exactly  as  I  have  told  you.  In 
April  we  told  the  Department  of  Justice  that  this  sugar  was  there, 
because  of  a  conversation  that  was  had  with  the  State  Department. 

Mr.  McLaughlin  of  Michigan,  And  that  you  would  like  to  go  into 
the  deal  ? 

Mr.  Franklin.  No,  sir;  that  the  sugar  was  there,  and  we  told  them 
nothing  more  than  that.  It  w^as  a  general  conversation,  and  the 
whole  question  was  dropped  from  that  tune  forward  until  May  7, 
when  we  were  sent  for  to  come  dowai  here  to  go  into  the  transaction. 

Mr.  Armstrong.  I  think  it  is  pertinent  to  the  question  you  have 
asked  that  nothing  was  stated  about  any  com])ensation  in  this  matter 
at  all  ;  that  they  went  into  it  purely  under  the  direction  of  the  Depart- 
ment of  Justice  without  any  reference  to  compensation. 

Mr.  Franklin.  Quite  true. 

Mr.  PuBNELL.  Had  the  Sugar  Equalization  Board  a  right  to  do  this 
thing  ? 

Mr.  Franklin.  To  enter  into  this  transaction? 
Mr.  PuRNELL.  Yes. 

Mr.  Franklin.  In  my  jusgment,  they  had  at  that  time. 

Mr.  PuRNELL.  Why,  in  j^our  judgment,  did  not  the  Sugar  Equaliza- 
tion Board  undertake  the  purchase  of  this  sugar  at  that  time  ? 

Mr.  Franklin.  It  was  m}^  understanding  that  the  President  did 
not  care  to  use  the  Sugar  Equalization  Board  during  that  year.  That 
is  my  understanding  of  the  case.  As  I  think  Mr.  Armstrong  told  you, 
Mr.  Figg  was  really  taking  over  some  of  the  functions  of  the  Food 
Administration — not  all  of  them. 

Mr.  PuBNELL.  The  board  had  purchased  the  Cuban  crop  the  year 
before  

Mr.  Armstrong.  May  I  suggest  that  Judge  Glasgow  is  very  famihar 
with  that,  and  he  can  tell  you  all  about  that. 

Mr.  Franklin.  We  have  finished  now,  sir,  if  you  have  no  more 
questions. 

Mr.  HuTcmNSON.  When  was  the  1  cent  a  pound  commission  fixed  ? 
At  what  meeting  ?    Did  you  do  it  in  writing  ? 

Mr.  Franklin.  It  was  fixed  at  one  of  the  meetings  when  we  discov- 
ered— after  the  time  that  we  found  the  ex])ort  permit  could  not  be 
secured;  that  is,  during  the  meetings  which  were  held  here  in  Wash- 
ington to  discuss  how  w^e  were  going  to  obtain  that  permit. 

lir.  Hutchinson.  But  you  have  nothing  in  writing  ? 

Mr.  Fbanklin.  We  have  a  letter  where  that  is  mentioned  in  con- 
nection with  other  matters;  yes,  sir. 

The  GHAimcAN.  Do  you  want  that  latter  in  the  record  i 


Mr.  Franklin.  Yes,  sir. 

Mr.  Hutchinson.  What  time  was  that  ? 

Mr^  F&ANKUN.  That  was  the  latter  part  of  May,.hefore  we  got  the 
actual  jpermit. 

Mr.  VoiOT.  When  you  were  first  directed  bv  the  Artorney  General's 
office  to  import  this  sugar  was  there  then  a  de&Qite  understanding  as 
to  the  terms  ? 

Mr.  Frankun.  There  was  this  understanding,  that  they  would 
allow  us  a  commission,  which  they  would  determine  upon  as  a  proper 
commission,  and  we  told  them,  and  B.  H.  Howell,  Son  &  Co.  told 
them,  that  we  were  willing  to  go  into  this  transaction  on  that  basis. 

Mr.  VoiGT.  On  the  basis  of  1  cent  a  pound  ? 

Mr.  Franklin.  No,  sir;  on  the  basis  of  the  commission  that  they 
would  decide  was  a  just  and  proper  one. 

Mr.  VoiGT.  Then  this  1  cent  a  pound  was  an  afterthought,  so  to 
speak  ? 

Mr,  Franklin.  No,  sir;  1  do  not  think  it  was  an  afterthought; 
it  was  the  proposition  that  the  Depai  tment  of  Justice  would  deter- 
mine what  was  the  proper  eommission  that  we  shoukl  receive. 

Mr.  VoiGT.  Then  you  went  ahead  and  bouj^ht  this  sugar  and  did 
not  know  when  you  nought  it  just  what  your  eompensation  woukl  be  ? 

Mr.  Fkaxklin.  Wlien  our  first  orders  were  in  we  did  not  know 
what  our  actual  compensation  would  be,  but  we  were  told  that  we 
would  get  a  fair  compensation  in  the  transaction. 

Mr.  VoiGT.  When  was  the  commission  fixed  at  1  cent? 

Mr.  Fkanklix.  As  I  have  answered,  it  was  fixed  at  a  meeting 
which  we  held  during  the  latter  part  of  May,  here,  in  connection  with 
the  general  transaction,  and  a  letter  was  written  later  in  which  that 
commission  was  definitely  mentioned. 

Mr.  Hutchinson.  Was  it  fixed  by  the  Department  of  Justice? 

Mr.  Franklin.  The  Department  of  Justice;  yes,  sir. 

The  Chaikman.  Have  you  a  contract  with  the  Government 
guaranteeing  you  against  loss? 

Mr.  Franklin.  No,  sir. 

The  Chairman.  That  is  it.  Have  you  a  contract  with  the  Gov- 
ernment to  l)uy  this  sugar  ? 

Mr.  Franklin.  We  consider  that  w^e  have  a  contract  with  the  Gov- 
ernment, or  at  least  a  definite  request  from  the  Government  to  go 
into  this  transaction,  sir. 

The  Chairman.  And  so  has  every  farmer  in  this  country.  You 
Avere  appeahnl  to  to  supply  sugar.  The  Government  appealed  to 
you  to  supply  sugar  for  this  country,  as  a  patriotic  duty.  It  appealed 
"to  every  farmer  in  this  country  to  supply  lood.  You  are  on  the  same 
basis,  as  far  as  I  can  see,  with  the  farmer.  The  farmers  have  been 
before  this  committee  and  insisted  that  the  Government  should  make 
good  the  difference  in  the  actual  value  of  the  wheat  and  what  they 
received. 

Mr.  Frankun.  That  is  not  really  a  clear  statement  of  the  situa- 
tion, sir. 

The  Chairman.  I  want  to  find  out. 

Mr.  Franklin.  1  have  tried  to  point  out  to  you,  sir — I  do  not 
know  what  contracts  the  farmers  held,  but  I  do  Ivuow  this:  So  far 
as  I  can  see,  no  other  individuals  or  firms  have  been  definitelv  re- 
quested  to  go  into  a  specific  transaction  to  purchase  a  specific  com- 


modity,  to  bring  that  commodity  in,  to  distribute  to  people  named  by 
the  Department  of  Justice,  at  a  commission  fixed  by  the  Departmrat 
of  Justice,  and  not  allowed  to  dispose  of  that  commodity  to  any  firms 
or  individuals  except  under  the  direction  of  the  Departaieat  of 

Justice. 

Mr.  McLaughlin  of  Michigan.  Was  that  a  conmiission  or  just  a 

mamn  of  profit  that  you  were  permitted  ?  * 

Mr.  Franklix.  It  was  an  actual  fixed  commission. 

Mr.  McLaughlin  of  Michigan.  I  want  to  ask  you  about  the  letter 
that  the  Department  of  Justice  wrote  that  was  read  into  the  record, 
in  which  it  was  said  that  you  might  save  yourselves  from  loss,  that 
thev  did  not  think  you  were  going  to  lose  anything,  and  they  would 
give  you  a  list  of  canners  to  whom  you  could  sell.  Now,  is  this  a  fair 
construction  of  that  letter:  This  was  your  sugai',  and  it  was  up  to 
you  to  sell  it  and  get  out  of  it  the  best  way  you  could,  and  they  did 
not  think  you  were  going  to  lose  aything,  and  they  would  help  you 
to  find  some  customers,  and  they  would  give  you  a  list  of  customers  ? 
That  was  not  an  order  to  you,  but  just  a  suggestion  of  where  you 
might  dispose  of  your  sugar  ? 

Mr.  Franklin.  You  have  gotten  the  two  letters  mixed;  you  hare 
gotten  the  letter  of  >ray  11  mixed  with  the  letter  of  August  2.  In  the 
letter  of  Mav  11  there  is  no  mention  of  loss  or  anything  of  the  kind. 
We  entered  into  a  transaction  then  with  the  Department  of  Justice, 
as  you  will  see  in  that  letter.  In  the  letter  of  August  2,  in  the  last 
paragra|)h,  he  throws  out  to  us  the  suggestion  that  he  does  not  be- 
lieve that  we  are  going  to  suffer  a  loss  in  this  transaction,  because  

j\lr.  McLaugiit^in  of  Michigan.  And  he  recognizes  that  it  is  your 
sugar  and  that  it  is  your  transaction,  and  in  that  case  it  would  be 
vour  loss,  and  he  is  suggesting  a  means  by  which  you  may  reduce 
y^our  loss  ? 

Mr.  Franklin.  No,  sir.    Do  you  think  he  is  recognizing-^ — 

Mr.  McI^AFGHLiN  of  Michigan.  I  am  simply  asking  if  that  is  not  a 
fair  construction  of  this  letter. 

Mr.  Franklin.  I  say  it  is  n(^t,  for  this  reason,  that  he  definitely 
states  in  that  letter  that  we  can  not  sell  that  sugar  in  the  Argentine. 

Mr.  McLaughlin  of  Michigan.  OIl  in  the  Argentine,  yes;  that  is 
on  account  of  governmental  complications. 

Mr.  Franklin.  All  right,  sir:  then  we  are  certainly  not  open  and 
free  to  sell  that  sugar  where  we  ]^Iease,  as  vou  intimate.  And  further- 
more, we  could  not  sell  that  sugar  anywhere  in  this  country,  except 
at  the  commission  fixed  by  the  Department  of  Justice. 

Mr,  McLaughlin  of  Michigan.  Or  the  margin  of  profit? 

The  Chairman.  Was  the  same  restriction  applied  to  every  manu- 
facturer of  sugar  and  every  dealer  in  sugar  i 

Mr.  Franklin.  No,  sir. 

The  Chairman.  They  announced  the  zones;  they  could  not  go 
bevond  the  zones? 

Mr.  Franklln.  No,  sir;  it  was  not  fixed  on  the  importer.  The 
importer  could  bring  in  sugars  from  anywhere,  and  bring  them  in 
here  and  sell  them  at  the  market. 

The  Chairman.  But  he  was  required  to  have  a  permit  from  the 
Government  before  he  could  sell? 

Mr.  Franklin.  No,  sir;  he  did  not  liave  to  have,  from  any  other 
locality  except  the  Aj^entine. 
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The  Chairman.  We  will  take  the  regidationa. 
Mr.  I^UKNELL.  It  18  your  contention  that  as  individuals  you  could 
nave  sold  this  sugar  m  the  Argentine  1 
Mr.  Frankun.  Absolutely,  sir;  there  is  no  question  about  it. 
Mr.  Fdbnell.  And  the  reason  you  could  not  seU  it  in  the  Argen- 
tine was  because  the  Government  owned  the  sugar  ? 

Mr.  Franklin.  Yes,  sir;  that  is  absolutely  th^  reason. 
w^^Xi  .VJNCHEK  Mr.  Chaiman,  I  have  a  lot  of  questions  that  I 
would  like  to  ask  this  gentleman,  but  I  understand  they  have  another 
witoesB  that  WMite  to  get  away.  With  the  understanding  that  we 
may  be  permitted  to  ask  this  gentleman  some  more  questions,  I 
surest  that  the  next  witness  proceed.  ^  ««>w"ub,  a 

r.^V'\P^^^^'  ^'  Franklin,  we  wUl  heai-  you 

now,  Mr.  Glasgow.  •' 

Mr.  TiNCHBB  There  is  another  thing  I  want  to  get  in  the  record 
1  *^  f&  questions  of  tliat  gentleman  that  wrote 

ti^at  letter  from  the  Department  of  Justice,  f  am  more  interested 
m  exammmg  him  than  anybody  else. 

Mr.  PUHNKLL.  I  thmk  we  are  all  anxious  to  have  the  gentleman 
cSSdt^*  the  Department  of  Justice  appear  before 

^^LiSf^o^^"^"^  A.  GLASGOW,  JR.,  MEMBEfi 
UVITED  STATES  SUOAE  EQUALIZATION  BOARD. 

Glas«)w.  Chauman,  Mr.  Zabriskie,  who  was  the  presi- 
dent of  the  Sugar  Board-^f  which  I  am  a  member  and  of  which  I 
was  counsel  from  ite  ongm-is  here  at  the  request,  as  I  understand, 
d^^the  chauman  of  the  committee.  We  have  no  interest  in  this 
controyersjr  furthOT  than  that  such  facts  as  we  may  have  may  aid  the 
committee  m  clanfying  this  situation  and  getting  at  the  rights  of  it. 

ih^.r^^  KfT^^™^  ^""'^  j^?^  ^  "^^^"t^'  I  so  back  and  review 
the  ffltuation  that  led  up  to  this  transaction— a  transaction  of  which 
we  knew  nothing  untU  some  two  or  three  weeks  ago.  We  had  no 
comiection  with  it  and  had  no  knowledge  of  it. 

You  genttemen  of  this  committee,  whom  I  iiave  had  the  honor  of 
appearing  before  on  one  or  two  previous  occasions,  will  recall  the 
3^  the  Sugar  Board.  It  was  a  Delaware  corporation,  organ- 
^-^^^'^  ^P^^'ific  purpose.  The  handling  of  the  sSgar 
situation  in  the  years  1917.  1918.  and  1919  had  been  Sntirolv  under 
1  ?•  Admimstration.  for  which  I  ^\as  counsel  at  the  time  of  its 
dissolution,  and  we  determined  to  handle  it  in  a  little  different  way. 
inZr^r  T  ^^'g^^^^f  1  tins  United  States  Sugar  Equalization  Board, 
under  the  laws  of  Delaware,  and  got  the  President,  out  of  the  appro- 
?bl  A^f  •^'''^  gentlemen  had  given  him,  not  specifically  for 

i^t^f      Administration  but  under  a  supplemental  bill  that  was 
£??™         f'*^  ^1"^      subscribe  to  the  stock  of  that  company  its 
■  capital  stock  in  the  amount  of  $5,000,000 

Ihe  Sugar  Board,  while  it  and  its  administrative  and  executive 
'  amTJ!        ^^^^r^ed  with  the  Food  Administration,  was  a  sepw-lte 

'f^fitZ    "^^'f  ^'T  Administration 'and  organized 

for  the  purpose  of  purchasing  the  Cuban  crop  in  1919.  ThI  entire 
crop  was  bought  by  the  Sugar  Equalization  Board,  at  the  same 


time  selling  one- third  of  it  to  Great  Britain  for  the  use  of  the  Allies, 

ftt  a  price  of  $5.50  in  Cuba. 

Mr.  McKiNLEY.  That  was  in  July,  1918,  was  it? 

Mr.  Glasgow.  My  recollection  is  that  the  contract  was  a  little 
later  than  that — about  October  24  is  my  recollection  of  the  date  of 
the  contract. 

Mr.  McKiNLEY.  But  it  was  in  1918? 

Mr.  Glasgow.  Yes,  sir.  Negotiations  had  been  going  on,  how- 
ever, during  the  whole  of  that  summer  with  the  Cubans,  and  we 
finally  got  the  price  down  to  $5.50.  There  was  a  great  deal  of  con- 
trovers}^  as  to  what  the  price  should  be. 

It  is  not  necessary  for  me  to  review  the  work  of  the  Sugar  Board 
in  1919.  We  felt  some  satisfaction  in  having  maintained  the  price 
of  sugar  at  a  uniform  price  during  the  year  1919 — ^retailing  some- 
where in  the  neighborhood  of  10^  cents. 

As  a  result  of  that  transaction  there  was  accumulated  in  the 
treasury  of  the  Sugar  Board — some  people  speak  of  it  as  a  profit  to 
the  board,  but  we  rather  feel  it  is  more  accurately  spoken  of  as  a 
saving  that  we  made  which  would  otherwise  have  ^one  to  the  Cuban 
producer  or  the  intermediate  dealer;  we  saved  about  $39,000,000, 
at  the  rate  of  thirty-eight  one-hunch-edths  of  a  cent  a  pound,  the 
difference  between  the  purchase  price  and  the  price  to  tlie  refiners. 
On  that  amount  the  Sugar  Board  in  the  last  six  weeks  nas  declared 
a  dividend  of  $30,000,000,  which  has  gone  into  the  Treasury  of  the 
United  States.  We  still  have  in  the  Treasury  somewhere  in  the 
neighborhood  of  $10,000,000,  which  we  are  reserving  to  meet  the 
liquidating  of  Habihties  and  some  suits  against  us.  We  have  to 
meet  some  liabihties  of  a  minor  character,  and  the  remainder  of  it 
will  go  into  the  Treasury  of  the  United  States,  the  Government 
being  the  entire  stockholder. 

Now,  on  December  31,  1919,  the  McNary  bill  was  passed  by  Con- 
gress. You  gentlemen  are  familiar  with  the  recommendations  of 
the  board  as  to  handhng  the  crop  of  1920.  The  board,  although  it 
was  desirous  of  winding  up,  suggested  that  they  would  handle  the 
crop  of  1920  if  Congress  directed  it.  The  McNary  bill  was  passed, 
givmg  the  President  the  option  of  using  the  Sugar  Board  throughout 
1920  if  he  saw  proper  to  do  so.  But  the  President  notified  us  in 
January,  1920,  that  he  would  not  exercise  the  option  which  the 
McNary  bill  gave  him,  and  that  matter  and  the  powers  of  the  Food 
Admimstration  were  turned  over  to  the  Department  of  Justice.  The 
Sugar  Boafd  tJien  notified  the  President  that  under  those  circum- 
stances it  was  ready  to  liquidate,  and  would  proceed  to  liquidate 
when  advised  by  him  that  that  met  with  his  approval,  and  during 
the  year  1920  we  had  nothing  whatever  to  do  with  the  handling  of 
the  sugar  situation  in  the  United  States,  and  were  engaged  in  winding 
up  our  affairs,  getting  ready  to  liquidate  and  to  pay  into  the  Treasury 
this  money.  '  ^  • 

Mr.  McLaughlin  of  Michigan.  You  speak  of  tumii^  the  matter 
over  to  the  Department  of  Justice.  Did  you  turn  over  to  thenr,  or 
was  that  turnea  over  to  the  Department  of  Justice  for  the  purpose 
of  enabling  it  to  continue  to  function  as  you  had  been  functioning, 
or  merdiy  for  the  purpose  ol  winding  up  its  business? 
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Mr.  Glasgow.  Well,  sir,  they  did  not  turn  over  the  Sugar  Board- 
It  was  the  powers  of  the  Food  Administrator.  The  Department  ol 
Justice  was  authorized  under  proper  authority— the  President 
authorizod  the  Department  of  Justice  to  exercise  the  powers  of  the 
J^ood  Administration.  • 

Mr.  McLaughlin  of  Michigan.  The  Food  Administration?  1 
thought  you  said  the  Sugar  Board. 

-  Mr.  Glasgow.  Not  the  '  Sugar  Board.  Nobody  could  do  that, 
you  see.  We  were  a  board  created  under  the  laws  of  the  State  of 
Delaware,  a  separate  corporation  with  a  board  of  directors 

The  Chairman  Then  the  power  that  the  Department  of  Justice 
t       simply  the  power  granted  it  under  the  Lever  Act  ? 
Mr.  Glasgow.  That  is  correct,  sir. 

Mr.  VoiGT.  Your  corporation  was  formed  under  the  Lever  Act'j 
Mr.  Glasgow.  No,  sir;  not  under  the  Lever  Act.    It  was  formed 

under  the  hxws  of  tlie  State  of  Delaware;  it  was  a  separate  cor- 
poration whicli  could  have  been  organized  whether  there  had  been 

«-^nnnnnn       }\?''  ■  T^^  President  subscribed  to  our  stock 

35o.UUU,0()0,  and  that  provicu-d  the  capital  upon  which  a  commercial 
corporation,  organized  unde?  the  laws  of  Delaware,  purchased  the 

sugar  crop. 

Mr.  \  oiGT.  By  what  authority  did  the  President  organize  this 

corporation  ? 

Mr.  Glasgow.  Well,  he  had  the  right  to  use  the. money  which 

^"^^^^'^^r  t"^^^'^  ^'^^^  ^^"^^  that  he  saw  proper 

Mr.  McLaughlin  of  Michigan.  But  the  Lever  Act  authorized  him 

to  use  any  agency  which  he  thought  best? 

Mr.  Glasgow.  Such  agencies  as  he  saw  proper,  and  he  created 

this  agency. 

Mr.  VoiGT.  Then  his  power  was  derived  from  the  Lever  Act? 

Mr.  Glasgow.  Except  that  this  Sugar  Board  could  have  been 
created  whether  there  had  been  an  7  Lever  Act  or  not.  Of  course 
we  coult  not  have  got  any  money  from  the  President  unless  Con- 
gress had  authorized  it;  and  when  the  Lever  Act  gave  the  President 
the  right  to  use  any  agencies  that  lie  might  see  proper  he  directed 
the  organization  of  the  Sugar  Board. 

Mr.  VoiGT  What  I  am  getting  at  is  this.  Did  not  he  use  the 
power  that  he  had  under  the  Lever  Act;  was  it  not  liis  idea  that 
pursuant  to  that  power  he  would  incorporate  the  Sugar  Board? 

Mr  Glasgow.  1  think  that  was  his  idea.  I  think  his  idea  was 
that  he  had  the  power  to  use  any  agency,  and  therefore  he  directed 
us  to  organize  the  Sugar  Board. 

Ac^^  he  did  so  under  the  power  granted  by  the  Lever 

Mr.  Glasgow.  I  think  he  did.  The  thing  went  along,  and  we 
were  proceeding  to  liquidate  when,  a  few  weeks  ago,  tS  question 
was  preserfted  to  us— just  the  facts  pretty  much  as  they  have  been 
presented  here  roughly.  Our  board  took  the  position  that  they 
hardly  saw  t^hat  they  had  any  authority  to  use  the  funds  that  they 
had  under  their  control  without  direction  from  Congress  to  do  so 
and  assume  this  loss  or  assume  this  contract.  Mr.  Zabriskie  then 
asked  me  to  come  down  to  Washington  to  investigate  through  the 
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state  Department  and  through  the  Department  of  Justice  what  the 
facts  were  in  connection  with  this  matter.  u  j 

I  came  down.  The  Attorney  General  appeared  before  our  board 
and  lie  took  the  position  that  the  board  ought  to  take  over  the  trans- 
action—the 14,000  tons  that  had  been  purchased  m  the ^Vrgentine. 
Be  argued  at  great  length  and  with  great  earnestness,  and  our  board 
was  divided.  He  said  that  the  President,  under  his  advice,  would 
direct  the  board  to  take  oxer  this  transaction  which  had  been  made 
at  the  instance  of  the  Department  of  Justice. 

Our  board  were  divided.  A  lot  of  them  were  in  favor  oi  the 
President's  directing  it  to  be  done,  to  take  it  oyer.  I/^'-^^  one  of 
those  who  felt  that  it  could  not  be  done,  and  so  advised  the  Attorney 
General.  The  board  advised  him  that  they  thought  the  President 
had  better  not  ask  the  board  to  take  over  this  transaction 

Mv  thought  in  connection  with  it  was  that  the  board  did  not  have 
authority,  because  the  only  authority  given  to  the  President  tlu'ii, 
outside  of  the  Lever  Act,  was  the  McNary  Act,  which  authorized  the 
President  to  use  his  Sugar  Board  to  secure  an  adequate  supply  of 
sugar  at  a  reasonable  price.  We  took  the  i>,.sition  that  that  was  not 
the  purpose,  considering  that  it  was  olTered  to  us  on  the  26tli  ol  De- 
cember rsix  days  before  the  expiration  of  the  time  when  the  Sugar 
Board  could  function  under  the  McNary  Act.  ,      .  0 

I  examined  into  the  matter.  I  came  down  here  and  got  the 
State  Department's  files.  I  got  them  to  send  them  over  to  the 
hotel  Sunday  night,  and  went  over  them  carefully  m  preparation  lor 
consideration  of  it  before  the  board  and  I  found  this  situation 

There  is  a  pertinent  duostion.  Mr.  Chairman,  which  you  have 
asked  here  and^which  I  think  ought  to  be  answered  by  me.  Counsel 
for  these  gentlemen  was  asked  the  question  whether  they  ha(t  any 
contract  with  the  Government,  and  it  is  an  embarrassinc.  question 
for  him  to' answer,  because  there  are  certain  facts  on  wluch  he  might 
construe  it  to  be  a  contract— an  implied  or  an  express  contract— 
and  if  he  has  a  contract  he  ought  to  have  the  right  to  rely  upon  it 

hereafter.  ^  .   ,  , 

I  have  no  such  embarrassment.  In  my  ]udgment  there  is  no 
contract  in  the  commercial  sense  of  an  enforceable  contract  at  law 
against  the  Government.  There  is  a  situation  wluch  i  think  this 
committee  ought  to  consider  with  great  care  in  reaching  its  condusions. 

We  found  tliat  whether  thev  had  b(H-n  invited  by  the  Department 
of  Justice  or  whether  thev  had  brought  the  matter  to  the  attention 
of  the  Department  of  Justice  that  sugar  could  1)"  obtameo.  the 
Department  of  Justice  and  the  Department  of  State  asKcd  these  gen- 
tlemen to  take  up  the  question  of  getting  sugar  into  this  eountry  at 
this  time,  in  April  and  Mav,  1920.  The  price  then  was  Irom  20  to 
27  cents,  probablv,  at  retaU.  The  price  at  which  it  could  l>e  i)ur- 
chased  in  the  Argentine  was  13.6  cents,  on  an  average  -between  1.^ 
and  14  cents.  The  price  at  which  it  could  be  sold  in  the  I  nited  States 
at  that  time,  based  upon  the  cost  plus  insurance,  freight,  storage, 
and  the  commission  of  1  cent  a  pound  to  each  of  these  agencies  that 
the  Government  proposed  to  use,  would  be  21.6  cents. 

Whether  that  was  an  effort  that  the  Sugar  Board  wouki  have 
undertaken  I  do  not  desire  to  offer  any  opinion.  The  greatest  hop<; 
thev  had  was  to  reduce  the  price  to  somewhere  in  the  neighborhood 
of  22  cents,  if  they  could  break  it.   But  anyhow  they  asked  these 
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S  ™!  „i  and  they  agreed  to  do  it.  and  the  board  found 

fSllw  ^f^T^y  «/  the  opinion  that  the  profit  that  these  gen 
tlemen  were  to  make  out  of  the  transaction  of  1  cent  a  pound  was  a 
vjry  moderate  prt^t,  and  it  was  the  maximum  that  the v  could  m^ke 
Th^  ™  not  any  possibility  of  their  getting  more,  '  it  was  very 

Styt;  a"  dXy  ''''  ^'^^ 

ahmr^ni  ^  ''^"'^        th^^^        not  any  ciuestion 

about  any  loss.  The  Government  officials,  the  Department  of  Jus- 
tice, the  Department  of  State,  or  these  gentlemen-it  neyer  entered 
their  heads  that  there  was  going  to  be  Iny  loss  in  connecdon  S 

^'it7^whr;h  ^"^'i"  -r^f  '  '  ^^'"^^  ^-^^t  thej  coi^^ 

sou  It  for  when  they  got  it  here  and  come  out  even 

fha"^!^  ^""^^  ^^f^^  Department's  files,  thev  were  informed  that 

sS^n^^^*  "^^VT  T""'"'         afterwards  were  informe 
that  the  State  Department  had  secured,  a  permit  to  brin^  it  out  of 

t'ft^Z'lZ^Mit  Department  give  them  that  assurrnce 

Si^f    could  gather,  u])on  the  verbal  statement  in  Arc^entina  to 

secreta,ry  of  the  foreign  ofhce  of  Argentina.  But  when  the  secretarv 
of  foreign  affairs  down  there,  or  the  like  ofhcer.  found  Z  rouM^ 

tetTiff*^'^^^**  statement  of  his  undersecretary  and  that 

left  tbese  gentlemen  with  the  purchase  of  those  14,000  tons  in  a 
pc^tion  where  they  could  not  send  it  out  of  Argentina 

Mr.  McLaughlin  of  Michigan.  They  bought  it  between  the  time 
they  were  informed  the  embargo  would  be  removed  and  he  t  me 
they^  learned  the  secretly  down  there  had  repudiated  that  stiS! 

is  my  informati(3n,  sir. 

MfuT'  ^h^  ^'J"".-  ''''  T'^'  Y""''  ^^'"y  set  that  embareo 
^wf'fW%^^''*'''*'''c'  ^^^^^  Department-and  I  saw3 

mpn?  T  ^^r^tary  of  State  to  the  Argentine  Goyem- 

ment,  or  to  our  embassador  to  be  handed  to  the  Argentine  Govem- 
m^l.  saying,  ''The  Department  of  Just  ice  has  selectfd  the  AmeS 
T^mg  Co.  as  purchasing  agent  "-they  notified  the  Government 
bv  th.^'lv '^'f  '"".  'Vt  '^'^^"^g  corporation  had  been  sXt^ 
tion     \.Xl  P^^'^^^^^ing  agent  for  this  transS^ 

tion.  And  then  at  the  end  of  six  week.,  when  the  embargo  had  got 
^lieyed  and  these  gentlemen  could  bring  their  sugar  up  herryou 
will  remember-I  have  no  official  information  about^it,  bit  I  reiS- 
ber  there  were  advertisements  in  the  papers  at  that  tin^e,  or  the  n^^ 
hat  there  w.xs  100,000  tons  of  sugar  in  Argentina  coming  up  h^e^i 
I  have  not  the  slightest  doubt  that  the^fact  that  itTas  comSg^r 

UiScJl^fafi  Th!t""'  -mmg,  helped  to  reduce  the^price  Ke 
unittd  Mates.  That  was  the  first  time  that  there  was  contem- 
plation by  anybody  connected  with  this  that  there  was  I  wSe 
loss  that  might  arise  in  connection  with  it  possible 

ment  of  T^";-     ^K^lt^  Department  and  the  Depart- 

ment  of  Justice  that  these  gentlemen  went  to  the  Departmeit  5 
Justice  and  said  to  them,  ''Now,  we  can  save  ourselve^^on  Sf^  we 
can  .save  the  whole  situation.  It  is  not  necessary  to  bring  this  sugar 
in  here  now  because  conditions  have  dropped  down  tf  the  S 

Itl  Yn  '^Yn  ^^^^^^  by  bringmg^tSs 

sugar  in.    You  can  probably  buy  sugar  to^lay  at  what  we  lould 
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have  to  sell  it  for  when  we  bring  it  in  now.  Now,  we  can  save  this 
transaction  if  you  will  just  let  us  sell  on  the  market  in  Argentina  and 
get  rid  of  it."  And  the  Department  of  Justioe  took  it  up  with  the 
State  Department. 

Mr.  McLaughlin  of  Michigan.  You  have  used  two  expressions 
there.  In  one  place  you  said  that  these  gentlemen  .went  to  the 
department  and  said,  "We  can  save  ourselves." 

Mr.  Glasgow.  I  mean  "save  the  whole  transaction." 

Mr.  McLaughlin  of  Michigan.  And  in  another  place  y  ou  say 
"you  can  save  the  transaction." 

'Mr.  Glasgow.  That  is  what  I  mean— to  save  the  whole  situation. 

Mr.  McLaughlin  of  Michigan.  The  difference  may  be  material. 

Mr.  Glasgow.  When  I  say  " save  ourselves"  I  mean  the  loss  which 
they  are  now  confronting  to-day.  I  do  not  mean  to  interpret  that 
any  further,  because,  as  I  see  it,*^  these  gentlemen  are  the  people  who 
would  have  been  saved — this  trading  corporation  and  Howell  &  Son. 

Mr.  Pubnell.  At  any  rate,  they  are  carrying  the  loss  now  ? 

Mr.  Glasgow.  Yes.  Now,  the  Department  of  Justice  took  it  up 
with  the  State  Department.  The  State  Department  said,  "We  got 
iJie  consent  of  the  Ai^entiue  Government  to  the  purchase  and  export 
of  this  sugar,  and  we  can  not  go  down  there  and  sell  this  sugar,  or 
allow  you  to  go  back  down  there  and  profit  upon  the  fact  that  the 
opportunity  for  export  has  raised  the  price  in  Argentina;  the  Ar^en- 
tm«  Government  will  not  stand  for  it,  and  it  will  create  friction, 
and  therefore  we  won't  permit  you  to  sell  it." 

Mark  you  gentlemen  the  export  modification  of  the  Argentine 
Government  was  issued  in  the  name  of  the  United  States  on  this 
su^ar  and  the  whole  traiisactiaa  is  mixed  up  in  such  a  way  that  I 
t^ik  abnost  any  jury  would  determine  on  the  facts  that  these  people 
were  an  agency  selected  by  Fi^.  My  point  in  declining  to  assume 
this  was  the  question  of  the  authority  of  Figg  to  commit  the  Govern- 
ment on  such  an  agency. 

Now  they  declined  to  permit  them  to  save  themaelveB — put  it 
in  the  sense  that  I  did  just  now— b^r  selling  out  in  Argentina.  Then 
the  Government  afterwards  off«red  it  to  the  Ai^entine  Government 
and  the  Argentine  Government  declined  to  take  it  and  they  had  to 
bring  the  whole  14  000  tons  to  the  United  States.  They  were  enabled 
to  s3l  about  5,000  tons  of  it  at  the  price  <rf  21.60  which  brought  them 
out  on  the  transaction  if  they  collect  the  money  on  that  from  the 
people  to  whom  they  sold  leaving  about  9,000  tons  yet  to  be  disposed 
of  upon  which  they  now  upon  the  market,  estimate  a  loss  of  $1 ,500 ,000. 
We  have  reason  to  think  that  the  loss  will  exceed  that;  we  think  we 
had  better  consider  the  maximum  as  probably  S2 ,500,000  loss  on  the 
whole  transaction  that  these  gentlem^  have  to  put  up. 

The  unanimous  opinion  of  the  board  was  that  by  reason  of  the 
falling  down  on  the  part  of  the  State  Department  and  the  Department 
of  Justice  in  this  transaction  these  gentlemen  have  been  Verjr  hardly 
dealt  with  in  having  to  assume  this  loss  and  the  board  unanunoudy 
felt  that  as  between  man  and  a  man  in  a  transaction  of  this  kind  the 
equities  were  all  with  these  gentlemen  to  be  saved  from  this  loss  n  it 
could  properly  be  done.  And  if  you  gentlemen  detenrane  or  Congre^ 
determines  that  the  equities  and  rights  between  them  are  as  I 
suggest  and  direct  the  Su^ar  Board  to  take  over  the  toansaction  we 
will  take  it  over  and  we  will  work  it  out  at  the  least  loss  we  can  and 
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we  will  stand  the  loss  instead  of  having  these  gentlemen  bear  it 
which  under  the  circumstances  the  board  thou|^t  wovHd  be  very 
inequitable  and  very  harsh. 

Mr.  PuRNELL.  Would  the  board  be  in  anv  better  position  to  decrease 
that  loss  than  these  gentlemen  as  individuals  ? 

Mr.  Glasgow.  No  sir:  I  think  not. 

Mr.  PiTRNKLL.  You  have  no  facililies  that  thev  have  not? 

Mr.  Glasgow.  No.  As  far  as  I  can  understand  these  14,000  tons 
of  sugar  will  have  to  be  re-refined  in  the  United  States  because  it  is 
not  up  to  the  standard  of  American  refined  sugar  and  it  will  probably 
cost  half  a  cent  to  refine  it  again.  Then  we  mil  have  to  sell  it  on  the 
market  taking  the  loss  as  it  may  come  along. 

Now,  I  was  asked  by  Senator  Gronna.  when  we  appeared  before  the 
Senate  committee,  if  there  was  any  precedent  for  this  transaction.  In 
my  opinion  it  is  very  clear  that  there  is  not.  I  do  not  think  they  can 
find,  throughout  the  four  years  that  ^ye  liave  been  engaged  in  Govern- 
ment dealings  one  way  and  another,  a  situation  or  condition  where 
the  equities  are  the  same.  There  i^  no  trade  or  business  that  the 
Governnfient  asks  to  bring  in  a  commodity  where  the  Government 
has  limited  them  absolutely  after  th(\v  got' it  here  as  to  the  amount 
they  could  sell  it  for  and  would  not  permit  them  to  sell  it  except  to 
the  people  that  the  Government  might  dictate.  I  do  not  know  of  any 
occasion  when  people  brought  in  things  at  the  request  of  the  Govern- 
ment and  found  they  were  going  to  make  a  loss  and  asked  to  be  per- 
mitted to  sell  the  commodity  in  the  (-ountrv  from  which  it  was  bought, 
and  the  Government  absolutely  prohibited  them  from  doing  so.  I  do 
not  know  of  any  case  where  the  Grvernment  fell  down  on  getting  a 
permit  where  it  assured  the  person  implicitly  that  the  pei*mit  would  be 
granted. 

Now,  I  have  great  sympathy,  Mr.  Chairman,  with  the  suggestion 
in  your  question  awhile  ago  about  the  wheat.  I  was  bom  in  the 
country  and  know  all  about  it. 

The  Chairman.  I  merely  used  tliat  as  an  illustration. 

Mr.  Glasgow.  T  do  not  think  it  fits  the  case,  because  there  wa3  no 
binding  up  of  the  fimd  to  prevent  the  farmer  at  any  time  from  trving 
to  save  himself. 

The  Chairman.  Yes,  but  tlie  Government  controlled  the  price. 

Mr.  Glasgow.  I  am  talking  about  under  the  law.  I  do  not  know 
of  any  limitation  under  the  law  upon  the  amount  he  could  sell  it  for 
if  he  could  find  a  purchaser. 

The  Chairman.  You  are  more  famiUar  with  it  than  I  am. 

Mr.  Glasgow.  If  you  had  a  couple  hundred  bushels  of  wheat  and 
a  man  offered  you  $4  for  it;  the  gujtranteed  price  by  Congj-ess  wad 
$2.26  at  Chicago:  but  I  do  not  know  of  any  rule,  regulation,  or  law 
which  prevented  you  from  taking  $4  I'or  that  if  vou  could  get  it. 

Mr.  TixcHER.  I  will  tell  you  the  regulation  that  prevented  that, 
if  you  will  permit  me.  Before  you  could  buy  wheat  you  had  to  have 
this  license,  and  under  Mr.  Barnes's  orders  if  yon  paid  more  than  that 
or  was  tendered  more  than  his  regulation  covering  it,  and  he  fixwl  the 
price,  your  license  was  canceled  right  then. 

Mr.  Glasgoav.  You  did  not  quite  catch  mv  point.  It  does  not 
answer  my  point  for  this  reason:  I  am  talking  about  the  policy.  You 
say  he  was  under  Ucense.  1  am  talking  about  the  farmer  who  had 
wheat  to  sell. 
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Mr.  TiNCHER.  He  had  to  sell  it  to  somebody  who  wanted  to  buy  it. 
Mr.  Glasgow.  I  said  if  he  could  find  somebody  who  was  willing  to 
pay  him  $4. 

Mr.  TiNCHER.  Oh,  ves.    But  he  had  to  find  a  buyer. 

Mr.  Glasgow.  Suppose  I  wanted  to  buy  it— or  that  he  could  find 
some  one  who  would  pay  him  $4,  and  he  could  save  hmi  a  lot,  the 
Government  did  not  sav  he  should  not  do  that. 

I  am  not  seeking  to  justify  the  Government's  attitude  toward 
wheat.  Listen  to  me  a  moment.  I  am  not  trs  ing  to  controvert 
your  proposition  about  the  Government  control  of  wheat.  But  I 
do  not  thmk  that  illustrates  this  situation. 

Mr.  TiNCHER.  Maybe  we  can  get  my  wheat  bill  put  on  your  bill 
as  an  amendment. 

Mr.  Glasgow.  I  have  no  objection. 

The  Chairman.  I  did  not  bring  up  the  question  with  a  view  of 
criticizing  the  Government,  but  my  understanding  is  that  they  dealt 
with  the  sugar  dealers  exactly  as  they  did  with  the  farmers. 

Mr.  Glasgow.  Thev  did,  as  a  usual  thing. 
'    The  Chairman.  If  the  farmer  did  not  sell  it,  they  would  send  a 
wagon  out  to  the  farm  and  get  it.^ 

Mr.  Glasgow.  Thev  had  some  authority  under  the  food  act. 

The  Chairman.  Why  should  we  differentiate  between  the  farmer 
and  the  importer  ?  The  farmer  put  his  money  into  the  production 
of  wheat.  He  was  urged  to  supply  wheat  for  food,  and  the  sugar 
people  w  ere  urged  to  supplv  sugar. 

Mr.  Glasgow.  The  question  in  my  mind  is  that  there  is  an  obli- 
gation, but  as  in  this  case,  there  was  an  actual,  absolute  forbidding 
of  these  people  to  sell  at  a  price  that  w^ould  bring  them  out  at  cost; 
that  in  the  other  case  there  was  not.    That  is  my  only  suggestion. 

Mr.  TiNCHER.  I  concede  that  the  best  conduct  of  the  departments 
would  bankrupt  these  gentlemen. 

Mr.  Glasgow\  Call  it  bv  a  little  different  name. 

Mr.  TiNCHER.  Would  bankrupt  these  people  unless  Congress  takes 
action,  and  Congress  should  take  action  to  prevent  bankruptcy  by 
these  very  worthy  gentlemen  engaged  in  importing.  Have  you  ever 
tried  to  draw  a  picture  of  the  thf>usands  and  hundreds  of  thousands  of 
the  legitimate  business  men  that  the  conduct  of  these  departments 
have  bankrupted  ^  They  would  not  hope  to  have  action  on  the  part 
of  Congress  to  remedv  their  condition. 

Mr.  Glasgow.  I  am  not  here  to  undertake  to  defend  any  depart- 
ment of  the  Government,  executive,  judicial,  or  legislative,  i  am 
not  here  for  that  purpose. 

The  Chairman.  We  had  a  referendum  on  that. 

Mr.  Glasgow\  But  I  think  you  are  mistaken  a  little  bit  about 
there  being  hundreds  of  thousands  of  bankrupts  due  to  the  conduct 
of  these  departments. 

Mr.  TiNCHER.  I  think  the  Treasury-  bankioipted  more  people  m 
the  last  six  or  eight  months  than  thia  Department  of  State  or  the 

Department  of  Justice.  i  •  i  . i: 

Mr.  Glasgow  .  I  think  people  are  hard  up,  but  I  do  not  thmk  there 

are  many  bankrupts.  .  -it 

Mr.  TiNCHER.  I  think  there  are.    In  the  various  mdustries,  1 
think  there  are  more  bankrupts,  thwi, ever  in  any  period  of  the  his- 
of  the  United  States. 
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*v  v  ^H^®?^^-  I  i^st  want  to  make  this  clear,  however:  So  far  as 
this  board  is  concerned,  we  have  not  anything  to  say  except  that 
personally  we  would  be  glad  to  wind  up  our  affairs  and  get  out-  if 
you  gentlemen  think  it  is  proper  for  the  director  to  carry  out  this 
thing,  we  are  ready  to  do  it,  and  the  board  unanimously  feels— and 
1  am  not  talking  about  whether  there  are  other  people  that  are  hurt 
through  the  country  or  not— these  gentlemen  have  been  dealt  with 
very  badly  and  if  it  was  a  transaction  between  man  and  man  I 
'  would  feel  that  I  would  not  do  right  to  leave  another  feUow  with  the 
bag  to  hold. 

The  Chairman.  I  understand  you  to  state  that  so  far  as  the  Sugar 
i^-qualization  Board  is  concerned,  that  no  obligation  has  been 

mcurred  ? 

Mr.  Glasgow.  None,  sir. 

The^  Chairman.  And  that  there  is  no  legal  obligation  anywhere, 
though  there  may  be  a  moral  obligation  ? 

Mr.  Glasgow.  That  is  my  j^d^ent,    I  would  not  want  to  com- 
mit anybody  else  to  that. 

The  Chairman.  You  are  more  familiar,  I  think,  with  the  Food* 
Administration  than  any  other  man. 

Mr.  Glasgow.  However  that  may  be,  that  is  my  judgment. 

Ihe  Chairman,  We  are  to  understand  there  is  no  legal  obligation 
but  a  possible  moral  obligation,  and  according  to  my  understandmg 
the  moral  obhgation  would  be  exactly  the  same  to  these  people  aTto 
any  other.  r         «  w 

I  also  understand  that  a  number  of  claimants  have  had  their 
c^^i°^s  adjudicated  where  there  were  no  specific  contriM^. 

Mr.  Glasgow.  Mr.  Chabroan,  will  you  just  allow  me  one  minute? 
l>o  not  let  us  talk  so  much  as  a  witness  and  questioner  as  we  have 
been.  I  can  not  go  and  say  that  while  these  people  have  made  a 
loss,  evidently  a  great  many  other  people  have  made  it  under  shnilar 
circumstances  and  I  will  teU  you  why:  I  just  want  to  see  if  you  will 
not  modify  that  under  this  suggestion.  It  is  true  that  the  Food 
Adnimstration  asked  everybody  to  stimulate  production  as  much  as 
possible,  as  a  patriotic  duty,  and  thvj  did  it.  But  I  do  not  know  of 
any  case  where  the  Food  Administration  tied  people  up  and  pre- 
vented them  saving  themselves  in  .the  market  by  not  letting  them 
dispose  of  then-  commodity.  ^ 

Mr.  McLaughlin  of  Michigan.  I  beg  pardon,  Mr.  Glasgow,  but  the 
laraaers  of  America  were  asked  to  increase  then:  production,  and  the 
millers  were  under  license,  and  if  a  miUer  paid  a  farmer  more  than 
the  guaranteed  pnce  he  was  subject  to  a  &ie  and  was  in  danger  of 
having  his  hcense  taken  away  from  him. 

Mr.  Glasgow.  That  is  quite  true. 

Mx.  UohAvakLSN  of  Michigan.  So  that  while  you  do  not  forbiJ 
tne  f araier,  if  you  removed  the  opportunity,  what  could  he  do  ^ 
Mr.  Glasgow.  You  took  his  market  away? 
Mr.  McLaughun  of  Michigan.  Yes. 

Mr.  Glasgow.  But  you  took  his  market  awaj  — you  took  his 
general  market  away,  but  you  furnished  him  under  the  act  of  Congress 
with  a  market  for  $2.26.  It  was  contemplated  by  Congress  that  that 
was  sufficient  notonly  to  save  hun  froin  loss,  but  to  make  a  reasonable 
prolit  for  hun^  That  was  the  view  of  Congress  when  they  passed  .the 
guarantee.   You  do  take  away— if  your  construction  of  the  rules 
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issued  by  Mr.  Barnes  are  correct,  and  I  think  there  is  a  great  deal  of 
strength  in  that^to  sell  at  his  own  price,  because  you  duininate  the 
purchaser.  You  did  do  that.  But  you  did  couple  the  taking  of  it 
away  from  him  with  what  I  believe  to  be  a  guaranty  that  he  should 
not  lose.  Is  not  that  a  fair  interpretation  of  that  situation,  that 
while  you  took  away  the  market  at  which  he  could  sell  at  his  own 
price  and  the  profit  he  could  make,  through  Mr.  Barnes's  action  you 
did  furnish  him  a  market  with  a  draft  on  the  Treasury  for  an  amount 
pi-esumed  to  cover  the  cost  and  a  profit— $2.26. 

Mr.  TiNCHER.  That  will  apply  to  wheat,  but  would  you  like  me  to 
give  you  a  concrete  illustration  ? 

Mr.  Glasgow.  Yes. 

Mr.  TixcHER.  That  same  fall  came  and  the  Food  Administration 
persuaded  every  man  in  the  hog  business  to  raise  hogs.  They  fixed 
a  price  which  was  absolutely  destructive  of  the  industry,  and  they 
lost  money  on  that  proposition. 

Mr.  Glasgow.  You  are  touching  me  on  a  pretty  tender  place, 
because  I  know  all  about  that.  I  know  that  as  a  representative  of 
the  Food  Administration  I  fought  down  here  to  the  ditch  to  keep  up 
the  guaranty  on  hogs  until  the  spring  of  1919  crop  of  hogs  were  at 
an  end.  and  they  cut  it  off  on  the  ground  that  we  had  gone  to  Europe 
and  gotten  the  onlers  in  order  to  keep  up  this  guaranty  to  17^  and 
IS^j  and  it  was  through  the  Food  Administration  that  there  was  any 
guiiranty  at  all  to  the  hog  producer,  and  it  was  fixed  at  that  f^ure 
between  the  representatives  of  the  hog  producers  and  the  Food 
Administration,  by  which  we  agreed  to  use  every  effort  in  bringing 
orders  from  Europe  to  maintain  hogs  at  that  price. 

Now,  mv  dear  sir.  the  Food  Administration  never  fixed  a  price  on 
hogs:  it  never  made  a  guaranty  on  hogs,  and  it  is  in  writing,  and  it  has 
been  fiknl  before  this  committee:  and  I  took  the  care  to  go  over  it 
step  by  step.  What  the  Food  Administration  told  the  hog  producers 
was,  "MYc  will  cnih^nor  in  every  way  we  can  to  get  orders  from 
Europe  for  hogs  that  will  keep  the  price  at  18^  cents.'* 

The  Chaiumax.  Corn  was  only  worth  about  ^'2.0^)  at  that  time. 

Mr.  Gr.ASGOW.  I  can  not  recall,  but  it  figiu'ed  about  13  to  1,  the 
price  wo  endeavored  to  keep  it  at,  18^  cents. 

You  will  see  that  T  laid  down  the  record  step  by  step,  because  I 
wanted  to  protect  the  Food  Administration  in  the  future  from  any 
criticism  of  its  dealing  with  the  hog  situation.  I  did  over  in  the 
Senate  Committee  on  ^^riculture  and  I  did  it  here,  and  you  have  it 
in  your  record. 

But  I  want  to  get  back  to  answer  your  question. 

Mr.  MrLAUGHTJN  of  Michigan.  T  asked  you  about  the  Department 
of  Justice  taking  over  the  Food  Administration.  Now  I  will  ask  you 
about  the  Department  of  Justice  taking  over  the  Sugar  Equalization 
Board,  and  try  to  find  out  how  it  happened  that  the  Department  of 
Justice  was  making  these  deals  or  assuming  to  handle  these  things  ? 

Mr.  Gt-asgow.  T  can  answer  that.  The  Department  of  Justice 
never  took  over  the  Sugar  Equalization  Board.  They  had  nothing 
to  do  with  that  at  all.  But  the  President  did  direct  the  Department 
of  Justice,  under  authority  he  had  from  Congress. 

Mr.  McLaughun  ot  Michigan.  Is  that  in  writing  i 
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Mr.  Gr.ASGOW.  I  say  the  authority  was  bv  art  of  Con<jrrss.  wliicli 
gave  the  President  the  rio^ht  to  direct  the  DepartiiK^nt  of  Justice^  to 
assume  the  duties  of  the  Food  Achuhustration :  and  that  is  in  writnig 
from  the  President  to  the  Doj^artment  of  Justice:  and  the  Department 
of  Justice  having  been  designated  by  the  President  untU^r  autliority 
of  hnv  to  assume  the  duties  of  the  Food  A(hninistratii)n.  and  sugar 
was  one  of  tlie  necessities  and  therefore  came  under  his  jurisdiction 
under  that  authority,  ])ut  he  had  nothing  to  do  with  sugar. 

Mr.  McKiNLEV.  Why  could  he  do  it  by  running  the  sugar  board? 

Mr.  Glasgoav.  If  you  want  me  to  answer  that,  Iwould  say^  ''Why, 
he  (*oukl  not/'    That  is  what  we  think.  [Laughter.] 

Mr.  l^ixcHER.  As  a  member  of  the  Sugar  Equalization  Board  and 
as  counsel  for  it,  you  un(kM-stood  all  during  the  summer  that  it  was 
Congress  s  idea  for  the  Sugar  Equalization  Board  to  function,  and  the 

gassa^e  of  the  law  m  December  was  taken  by  the  Sugar  Equalization 
oard  as  an  indication  by  Congress  that  it  was  the  idea  of  Congress 
for  the  Sugar  Equalization  Board  to  continue  to  function  ? 

Mr.  Glasgow.  If  you  will  let  me  tell  you  the  real  truth  about  that 
thmg,  I  thmk  the  President  fell  down  in  not  tellmg  us  to  go  on,  and 
I  thmk  the  real  truth  is  that  Congress  side-stepped  it  too,  to  let  the 
President,  if  he  wanted  to  do  so,  direct  the  sugar  board  to  function. 
Is  not  that  a  fact  ? 
Mr.  TiNCHER.  No,  it  was  not,  so  far  as  I  was  concerned. 
Mr.  Glasgow.  I  read  the  act  wid  1  was  very  much  opposed  to  it, 
because  I  thought  that  Congress  ought  to  have  directed  the  sugar 
board  to  go  on. 

Mr.  McLaughlin  of  Michigan.  That  direction  to  the  President  was 
a  request  or  suggestion.  In  passmg  laws  or  resolutions,  we  direct 
and  order  some  of  the  officials  to  do  so,  but  we  never  order  the 
President  to  do  anything:  we  simply  suggest  to  him,  and  give  him 
authority  to  do  it. 

Mr.  Glasgow.  That  was  what  we  wanted  you  to  do;  the  sugar 
board  wanted  you  to  direct  the  sugar  board. 

Mr-  McKiNLBY.  I  move  that  we  adjourn  until  10  o'clock  to- 
morrow morning. 

Mr.  Glasgow.  I  want  to  finish,*  and  it  will  not  take  me  a  minute, 
if  you  will  just  let  me  have  it. 

I  iust  want  to  say  one  thing,  if  you  will  allow  me  to  get  through: 
We  have  no  interest  in  this,  but  in  my  judgment,  after  an  nivestiga- 
tion  of  it,  a  very  grave  wrong  will  be  done  these  people.  I  know 
Mr.  Post,  and  no  man  gave  more  patriotic  service  in  handluig  the 
sugar  service  in  1919.  I  did  not  know  Mr.  Franklm  until  this  matter 
came  up,  but  everything  I  hear  about  his  character  and  everything 
18  all  good;  and  I  do  not  want  you  gentlemen  to  consider  this  in  the 
light  of  the  facts  before  you,  because  as  between  man  and  man  it 
would  be  a  pretty  hard  deal  that  these  fellows  had. 

The  Chaikman.  I  appreciate  that. 
^  Mr.  Glasgow.  I  do  not  want  this  to  be  a  precedent  for  anything 

The  Chairman.  In  your  opinion,  the  Attorney  General  or  the 
President  have  authority  to  purchase  this  sugar? 

Mr.  Glasgow.  Yes,  sir;  at  the  time  this  transaction  took  place 
the  President  could  have,  by  ordering  the  sugar  board  to  do  it, 
purdiased  that  sugar. 
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The  Chairman.  But  could  he  have  ordered  the  Department  of 

Jiistiee  to  do  it  ? 

Mr.  Glasgow.  I  think  that  is  very  doubtful,  a  technical  question, 

as  to  whether  he  could. 

The  C^AIK^rA^^  The  fact  is  that  when  the  Depart frient  of  Justice 
or  the  State  De])artment  had  the  authority  to  purchase  it  

Mr.  Glasgow  finterposing).  I  think  it  doubtful,  to  say  the  least. 

The  Chairman.  The  Food  Administration  and  the  Department  of 
Justice  had  the  authority  to  regulate  the  profit  but  did  not  have 
the  authority  to  purchase  it  I 

Mr.  Glasgow.  I  doubt  whether  they  had,  but  I  think  these  g:en- 
tlemen  who  went  into  this  transaction  believed  that  the  Department 
of  Justice  had  the  power  to  direct. 

The  Chairman.  The  situation  is  this :  The  Sugar  Ivjuilization 
Board  had  no  knowledge  of  it,  and  there  was  no  obligation  incurred, 
but  it  is  now  suggested  to  buy  this  sugar  at  i3.6,  is  it  not? 

Mr.  Glasgow.  Yes. 

The  Chairman.  Which  would  incur  a  loss  to  the  Government? 

Mr.  Glasgow.  Mr.  Chairman,  there  is  just  this  to  be  said  about 
it:  We  have  always  felt  it  was  a  fund  for  the  purpose  of  getting 
sugar  to  the  people  at  the  least  price  we  could;  for  instance,  when 
the  question  came  in  the  hearing  of  the  Louisiana  sugar  and  they 
were  urging  not  to  continue  the  sugar  board,  because  they  had  to 
have  15  cents  for  the  sugar  or  they  would  go  bankrupt. 

Mr.  Zabriskie  and  myself  said  to  the  two  Senators  from  Louisiana, 
who  were  there,  'How  much  is  your  sugar  crop?"  And  they  said, 
'125,000  tons — ^half  a  crop."  We  said  to  them,  for  the  sugar 
boardy  ''We  have  got  the  money.  We  will  buy  vour  entire  crop  at 
15  cents,  and  we  will  sell  it  back  to  the  people  (it  ihe  Tnited  States 
at  11  cents  retail.  It  will  cost  us  $2,000,000,  but  we  had  better  do 
that  than  to  let  that  price  of  the  Louisiana  crop  regulate  sugar."  . 
We  took  that  fund  for  that  pxuyose. 

The  gentlemen's  purpose  m  bringing  in  that  sugar  was  to  reduce 
the  price  of  sugar  to  the  people  of  the  L^nited  States.  You  gentle- 
men, it  seems  to  me,  could  very  well  take  the  view  that  the  crop  we 
have  on  hand  could  be  used  for  that  purpose;  that  it  is  more  equit- 
able by  our  paying  it  and  distributing  it  over  the  whole  100,000,000 
population  oi  the  United  States  rather  than  Mr,  Post's  company  and 
this  Franklin  company  to  bear  the  whole  loss, 

Mr.  McLaughlin  of  Michigan.  There  was  a  resolution  of  Con- 
gress requesting  the  President  to  direct  the  sugar  board  to  purchase 
the  Cuban  sugar  crop,  and  he  did  not  see  fit  to  exercise  that  authority. 
This  resolution  is  in  the  same  form.  We  did  not  direct  the  Presi- 
dent; we  gave  him  authority  and  asked  him  to  do  it.  Will  we  fall 
down  in  this  resolution  as  we  did  on  the  other  one  ? 

The  Chairman.  You  have  given  us  a  fair  and  candid  statement,  and 
we  are  very  grateful  to  you. 

(Thereupon  at  12.20  o'clock  p.  m.,  the  committee  adjourned  to 
meet  to-^morrow,  Wednesday,  at  10  o'clock  a.  m.) 
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Committee  on  Agriculture, 
House  of  Representatives, 

Friday,  January  21,  1921. 
The  committee  met  at  10.30  o'clock  a.  m.,  pursuant  to  adjourn- 
ment,  Hon.  GUbert  N.  Haugen  (chairman)  presiding. 

The  Chaibman.  The  committee  has  been  called  together  this 
morning  to  further  consider  House  joint  resolution  444,  authorizing 
the  President  to  require  the  United  States  Sugar  Equalization  Board 
to  take  over  and  dispose  of  13,902  tons  of  sugar  imported  from  the 
Argentine  Repubhc. 

We  have  with  us  the  Attorney  General.  We  will  be  pleased  to  hear 
from  you,  Gmeral  Palmer. 

STATEMEHT  OF  HOH.  A.  MITCHEII  PALMER,  ATTORNEY 

GEFESAL  OF  THE  mBTITED  STATES. 

The  Attorney  General.  Mr.  Chairman  and  gentlemen  of  the 
committee,  I  imderstand  that  you  have  already  had  a  hearing  upon 
this  resolution,  and  I  assume  that  the  facts  of  this  matter  are  familiar 
to  3  ou.  I  do  not  know  just  what  part  of  them  I  should  present,  l)ut 
■I  will  endeavor  to  state  the  connection  of  the  Department  of  Justice 
with  the  transaction  which  has  led  up  to  the  introduction  of  this  joint 
resolution. 

I  have  not  read  the  resolution,  but  I  understand  it  to  be  in  the  some 
form  as  the  Senate  resolution  introduced  by  Senator  Wadsworth.  I 
have  seen  that. 

Mr.  Chairman,  in  the  spring  of  1920,  when  there  was  considei  ul)lc 
stress  in  the  sugar  situation  in  this  country,  and  the  retail  price  of 
sugar  had  in  many  sections  reached  as  high  as  30  cents  a  pound,  the 
Department  of  Justice  was  making  a  strenuous  effort  to  relieve  the 
people  from  that  condition,  both  by  enforcement  of  the  criminal  sec- 
tion of  the  Lever  Pood  Control  Act,  and  by  various  other  metliods. 
acting  under  our  general  designation  of  authority  hv  the  President, 
who  had  transferred  to  the  Attorney  General  the  then  remaimn<^ 
powers  of  the  Food  Administration.       ,  " 

We  organized  in  the  Department  of  Justice  a  bureau  known  as  the 
High  Cost  of  Living  Bureau,  whose  duty  it  was  to  combat  the  high 
cost  of  living  in  all  the  necessaries  of  life  in  every  way  that  could  be 
done  under  the  law. 

At  that  time  information  was  brought  to  the  Department  of  Justice 
that  there  was  a  very  large  quantity  of  sugar  in  the  Argentine  Re- 
public, which  might  be  imported  into  this  country  at  a  price  which 
would  be  considerably  below  the  then  prevailing  market  prices  here; 

and  the  effect  of  which  might  be— and  it  was  hoped  it  would  be  ^a 

debase  in  the  price  of  sugar  gene -ally  in  the  United  States. 

That  matter  was,  I  think,  brought  "to  the  attention  of  Mr.  Figg  of 
tiie  Department  of  Justice,  who  had  charge  of  that  end  of  the  business, 
by  a  representative  of  the  American  Trading  Corporation.  At  first 
it  was  not  considered  seriously,  but  a  httle  later,  when  the  situation 
seemed  to  be  getting  worse  instead  of  better,  it  was  taken  up  by  our 
department,  and  the  matter  was  so  i)roceeded  in  that  the  American 
Tradmg  Corporation  and  B.  H.  Howell,  Son  &  Co.  were,  in  effect, 
asked  by^  the  Department  of  Justice  to  make  arrangements  for  the 
importation  of  this  Argentine  sugar  into  the  United  States,  and  for 
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the  distribution  of  the  sugar  amongst  the  consumers  in  thk  country, 
under  the  rules  laid  down  by  the  department,  assunng  a  distribution 
of  the  sugar  only  to  the  essential  industries. 

The  State  Department,  of  course,  handled  the  detail  of  getting  the 
sugar  out  of  the  Argentine  and  mto  this  ountry;^  with  that,  the 
Department  of  Justice  had  nothing  to  do. 

Tlie  jjlan  was  for  this  sugar  to  be  imported  here  and  sold  and  dis- 
tributed by  these  two  agencies  at  a  profit  of  1  cent  a  pound,  their 
profit  being  restricted  to  that,  which  was  the  regularly  recognized 
profit  in  the  sugar  trade  at  the  time. 

Fourteen  thousand  tons  of  such  sugar,  or  thereabouts,  was  imported 
under  this  arrangement.  But,  unfortunately,  on  account  of  some 
internal  difficulties  in  the  Argentine,  relating  to  the  lifting  of  the 
embargo  against  the  exportation  of  sugar,  it  did  not  come  out  of  the 
Argentine  as  promptly  as  we  had  hoped  and  as  it  had  been  planned. 
There  was  several  months  delay,  and  when  the  sugar  finally  did  come 
to  this  country,  the  market  had  broken  and  the  parties  were  able  to 
dispose  of  only  about  5,000  tons,  leaving  still  on  their  hands,  as  I 
understand,  about  9,000  tons  of  this  Argentine  sugar. 

That  is  the  situation  and  that  is  exactly  what  happened,  without 
going  into  the  details  of  the  correspondence  between  the  Department 
of  Justice  and  these  gentlemen,  and  between  the  State  Department 
and  the  Argentine  authorities,  all  of  which  I  think  has  been  laid  before 
you,  or  which  will  be  if  it  has  not  been  laid  before  you. 

Wlien  the  price  of  sugar  went  down  so  c 
gentlemen  found  this  sugar  on  their  hands,  they  asked  the  Depairt- 
ment  of  Justice  if  there  could  he  any  relief  in  the  matter.  There  was, 
of  course,  nothing  that  the  department  could  do  relieving  them,  but 
it  was  suggested  that  the  Sugar  Equalization  Board  might  take  over 
this  transaction  and  adopt  it  as  if  it  had  been  originally  entered  into  . 
by  them;  and  that  proposition  was  put  up  to  the  Sugar  Equalization 
Board  in  the  late  part  of  December,  1920. 

They  thought  that  they  were  without  power  and  authority  to  com- 
ph^te  the  transaction,  and  they  questioned  even  if  they  could  do  so 
if  the  President  directed  them' to  do  so,  though  it  was  very  strongly 
pressed  on  tlie  Sugar  Ecjualizatioii  Board  that  under  the  McXary  Act, 
which  gave  the  PrcsitU^nt  the  right  to  exercise  his  control  over  the 
Sugar  Eciualization  Board  in  such  manner  as  to  authorize  and  require 
them  to  adopt  and  carry  out  until  December  ol,  1920.  plans  and 
methods  of  securinor,  if^found  necessary  for  the  \mh\'\v  good,  an 
adequate  supply  and  an  equitable  distribution  of  sugar  at  a  fair  and 
reasonable  price  to  the  people  of  the  United  States;  that  it  \yas 
lawful  and  might  be  proper  for  the  Prc^sident  tt)  make  that  direction 
upon  the  Sugar  Equalization  Board  to  adopt  this  plan  as  the  plan 
originally  devised  by  him  and  to  carry  it  through  even  if  it  resulted  in 
a  loss  to  the  Sugar  Ec[ualizati()n  Board. 

But,  as  I  sav,  the  board  was  unwilling  to  assume  tb.at  responsibihty. 
and  I  wouUfnot  say  that  that  decision  was  without  justifi<'ati<m, 
because,  as  it  developed,  they  knew  nothing  about  it  at  the  time  the 
plan  was  entered  into;  thev  had  nothino-  to  do  with  it  until  nearly  its 
termination,  and  they  believe  they  ought  not  to  shoulder  it  without 
legislative  autlioritv. 

Now,  the  question  is  whether  the  Government  should  relieve  these* 
pe^ople;  whetner  under  these  circumstances  the  Sugar  Equalization 
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Board  should  be  directed,  or  the  President  authorized  to  direct  the 
Su^ar  Equalization  Board,  to  take  over  tliis  transaction.  I  have  no 
hesitation  m  saying,  Mr.  Chairman,  I  think  this  resolution  is  entirelv 
pioper;  that  it  ought  to  pass;  thai  it  is  ahsolutely  just  and  fair  to 
these  parties  who  desire  to  cooper.ite  witli  the  Government  for  the 
rehcf  of  a  very  serious  situation  in  tlie  country.  I  think  so  for  several 
reasons  In  the  first  place,  the  plan  wh.ich  was  inaugurated  was  a 
perfectly  proper  one  and  a  lawful  one  un(U>r  tiie  law.  The  President 
ha(}  the  right,  under  the  Lever  Act,  section  2,  which  gave  him  very 
large  powei;s  witli  respect  to  the  securing  of  a  supplv  and  the  control 
oi  the  (hstrihutinn  of  all  the  necessaries  of  Hfe,  to  enter  into  any  vol- 
untary arrangements  oi-  agreements  to  create  and  use  anv  agency  or 
agencies,  to  accept  tlie  services  of  any  person  without  compensation, 
to  cooperate  with  any  agency  or  person,  to  utihze  any  department  or 
agency  of  ihe  (lovcrniiienl ,  and  to  coordinate  tlieir  activities  so  as  to 
avoid  any  preventable  h)ss  or  dtinli.  ation  of  efl'orts  or  funds. 

It  might  be  asked  why  the  Sugar  Equalization  Board  did  not 
handle  this  thing  from  the  beginning    Of  course,  the  answer  lies  in 
section  2  of  the  Lever  Control  Act.    The  President  could  designate 
any  agency  that  he  desired  for  this  purpose:  indeed,  the  Sugar  Equal- 
ization Board  itself  is  a  mere  agency  of  the  President  authorized  to 
be  created  under  this  section,  and  was  created  by  hini  by  means  of 
an  Executive  order,  under  which  it  was  incorporated  as  an  agency 
for  the  purpose  of  carrying  this  law  into  effect.    He  chose  to  give 
certaui  powers  to  the  Department  of  Justice,  and  the  Department  of 
Justice  .lid  not  hand  this  over  to  the  Sugar  Equalization  Board,  did 
not  take  it  up  with  them  at  the  time,  because  nobody  contemplated 
that  under  any  possibility  there  could  be  a  loss  to  anybody  in  this 
matter.    It  was  all  done  for  the  purpose  of  resulting  in  a  gain  to  the 
Ajnerican  people  in  a  less  price  of  sugar,  and  if  there  had  not  been 
obstficles  throw^i  m  the  way  of  carrying  out  this  plan  by  the  Arc^en- 
tine  Government  failmg  to  allow  it  to  be  exported,  there  would  have 
been  no  loss :  if  the  sugar  had  come  to  this  country  promptly  these 
people  would  have  been  able  to  distribute  it  at  a  price  which  would 
have  been  very  much  below  the  then  prevdling  market,  and  still 
have  made  1  cent  a  pound  profit  to  themselves,  so  that  nobody  could 
sutler  by  it :  and  it,  did  not  seem  to  be  necessary  to  turn  it  over  to  the 
Sugar  Equahzation  Board  which  had  capital  to  handle  this  kind  of  a 
transaction. 

I  say  it  was  a  lawful  plan,  therefore,  and  a  proper  plan.  I  say 
also  that  it  was  a  beneficial  plan  to  the  people  of  flie  country^  and 
they  get  the  benefit  by  it.  At  the  time  this  proposed  importation  of 
Argentine  sugar  was  on  foot,  it  got  into  the  newspapers  and  a  great 
deal  of  publicity  was  given  to  it,  and  like  almost  all  other  news  of 
that  character,  it  suffered  not  at  all  from  wide  distribution  through 
the  public  press;  and  by  the  time  it  had  gotten  across  the  country 
there  was  a  ^neral  report  that  a  tremendous  amount  of  this  su<'ar 
was  coming  m  from  the  Argentme.  I  remember  some  papers  ^ 
It  as  high  as  100,000  tons;  and  the  effect  of  that  was— I  do  not  like 
to  use  the  word,  because  it  is  much  abused— but  the  psychological 
effect  of  the  proposed  importation  of  a  large  quantity  of  sugar  from 
a  source  which  never  before  had  supplied  the  American  market  was 
a  deterrent  to  high  prices  and  an  incentive  to  a  reduction  of  prices. 
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Mr.  Zabriskie,who  is  possibly  the  best  uiformed  sugar  man  in  the 
country  on  the  general  situation,  has  told  me  within  the  last  couple 
weeks  that  in  his  judgment  this  proposed  unportation  of  sugar  frona 
Argentina  had  a  very  considerable  effect  in  reducing  the  price  of 
sugar  in  this  country:  that  it  was  its  purpose;  that  is  what  it  was 
designed  to  do.  and"  in  my  judgment  and  in  the  judgment  of  Mr. 
Zabriskie  and  other  sugar  men  it  did  have  that  effect.  The  people, 
therefore,  saved  a  great  deal  of  money  by  this  proposed  importation 
of  sugar. 

These  gentlemen  find  thenselves,  as  I  said  before,  with  9,000  tons 
of  this  sugar  left  on  their  liands.  They  come  to  us  and  say  that 
tliey  desire  to  make  no  profit  out  of  the  transaction:  the  cent  a 
])ound  ->.vhich  thev  would  be  entitled  to  m  the  original  arrangement 
on  the  ."),()()()  tons  which  they  have  already  sold  they  do  not  ask  for. 
Thev  simplv  ask  that  the 'Sugar  Equalization  Board,  which  was 
estabhshed  "for  the  purpose  of  securmg  an  adequate  supply  and 
equita])le  distribution  of  sugar  amongst  the  people,  shall  take  this 
transaction  over  from  its  uice})tion,  shall  assume  their  obligations 
and  duties  under  the  contract;  and  the  effect  of  that,  of  course, 
would  he  that  the  Sugar  Equalization  Board  would  dispose  of  the 
remainuig  9,000  tons  of  sugar  at  a  loss,  against  which  would  be 
credited  the  profit  whicli  has  been  made  on  tlie  5,000  tons,  and  as  I 
understand  it  the  net  loss  would  be  somewhere  in  the  neighborhood 
of  $1,900,000  or  §2,000,000  when  the  transaction  is  closed. 

The  Sugar  Equalization  Board,  of  course,  is  in  funds  to  take  care 
of  that  situation,  and  the  funds  .vhich  it  has  acciuuulated  are  funds 
which  were  designed  for  the  purpose  of  ]irovidmg  for  any  loss  which 
might  be  necessary  from  the  operation  of  any  proper  and  lawful 
\A&n  designed  to  secure  an  adequate  supply  and  an  equitable  dis-  ' 
tribution  of  sugar  to  the  ^Vmerican  peo])le  at  a  fair  price:  this  was 
that  kind  of  a  plan.  Those  funds  in  the  Sugar  Equalization  Board 
are  money  designed  for  that  particular  purpose,  and  therefore  I 
think  it  is  entirely  proper  that  the  Congress  should  authorize  the 
President  to  direct  ^he  Sugar  Equahzation  Board  to  take  this  plan 
over. 

I  do  not  know  that  I  have  anvtiiing  further  to  say  about  it. 

Mr.  McLaughlin  of  Michigan.  The  Lever  Act  authorized  tlie 
Pr^ident  to  create  agencies  and  he  created  the  Food  Administra- 
tion and  the  Sugar  Equalization  Board,  each  of  which  functioned 
for  a  tune.  Later,  you  say,  the  President  authorized  the  Depart- 
ment of  Justice  to  take  over  the  Work  of  the  Food  Administration 
Act.    Was  that  direction  by  the  President  in  writing  I 

The  Attorney  General.  Yes,  sir. 

Mr.  McLaughlin  of  Michigan.  Has  that  been  filed  here  with  us, 

do  you  know? 
The  Attorney  General.  I  do  not  know. 

Mr.  McLaughlin  of  Michigan.  I  do  not  reciJl  whether  it  has 
been  or  not. 

The  Attobnbt  GBNBaAL.  We  can  have  that  done,  sir,  il  you 
want  it  done. 

Mr.  McLaughlin  of  Michigan.  It  is  interesting  to  know  whether 
that  order  enlarged  the  authority  of  the  Department  of  Justice  so  as 
to  include  sugar,  which  had  been  under  the  control  solely  of  the 
Sugar  Equalization  Board. 


40 


SX76AE 


Ihe  Attorney  General.  I  hesitate  to  quote  the  language  of 
that  Executive  order,  hut  I  remember  it  transferred  some  of  the 
powers  of  the  Food  Administration  to  the  Sugar  Equalization  Board, 
and  specifically  the  right  to  issue  and  revoke  licenses  for  dealing  in 

sugar. 

Mr.  McLattghlin  of  Michigan.  It  seems  to  be  interesting  to 
know  by  what  authority  your  department  assumed  to  take  chaige 
of  the  sugar  proposition. 

The  Attorney  General.  Our  authority  was  the  President's 
J^xeeutive  order  transferring  some  of  the  powers  of  the  Food  Admin- 
istrator to  the  Attorney  General. 

Mr.  McLak^hijn  of  Michigan.  And  included  in   those  powers 

was  no  power  over  sugar  ? 

The  Attorney  General.  I  did  not  say  that,  sir. 
Mr  McLaughlin  of  Michigan.  I  beg  your  pardon.    But  was  not 
that  the  situation— the  power  over  sugar  was  m  the  Sugar  Equahza- 

tion  Board  ?  -o       -x  . 

The  Attorney  General.  No,  that  was  not  the  situation.  I 
said  the  President,  m  that  Executive  order,  specificically  gave  to 
the  Attorney  General  the  power  of  control  over  sugar  dealers  by  the 
issuance  of  hcenses  and  the  revocation  of  licenses.  Have  you  got 
that  httle  book,  Mr.  Franklm,  that  somebody  wrote  about  the  sugar 
business?    Is  not  that  Executive  ordoi  in  that  book? 

Mr.  Frankun.  I  think  I  have  that  Executive  order  here;  I  am 
not  sure,  but  I  think  that  is  the  one  you  refer  to  piand^  small  book 
to  the  Attorney  General]. 

(The  proclamation  above  referred  to  and  later  furnished  is  printed 
as  follows :) 

Hon.  Gilbert  N.  Haugen, 

Ckairrnan  Committee  on  Agriculture, 

Bouse  oj  RepresenMives,  Washington,  D,  C, 
Dea^  Sir:  In  accoidmce  with  the  request  of  the  committee  at  the  hearing  upon 
11.  J.  Kes.  444,  contained  on  page  85  of  the  record,  I  am  submitting  herewith  a  copy 
of  the  Executive  order  of  the  President,  dated  November  21,  1919,  duly  certified  by 
the  Secretary  of  State,  for  ineertioa  in  the  record  of  the  heaxuum  on  this  ioint 
resolution.  * 

Vary  truly,  yours, 

,  Howard  L.  Kerk. 

No.  4066.  — 

United  States  of  Ausbica, 

^    „ ,     1  ,  „  «  Depabtmbnt  op  State. 

10  alt  to  whom  these  presents  shall  oome^  greeting: 

I  certify  that  the  document  hereunto  annexed  is  a  true  copy  from  the  oriffinal  in 

the  archives  of  this  department. 

j^g^J^oclamation  by  the  President  of  the  United  States  of  America,  signed  Nov.  21, 

In  testimony  whereof  I,  Bainbridge  Colby,  Secretary  of  State,  have  hereunto 
caused  the  seal  of  the  Department  of  State  to  be  affixed  and  my  name  subscribed 
by  the  chief  clerk  of  the  said  departaoent,  at  the  city  of  Washui&tcm,  this  26th  dav 

ol  January,  1921.  ^ 

fsEAL.]  Bainbridge  Colby, 

Secretary  of  State. 
By  Bbn  G.  Davbs, 

ChUfCkrk. 
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By  the  President  of  the  United  States  of  America. 

A  PROCLAMATION 

transferring  to  the  attorney  general  the  powers  and  AUTHORmr  HKn?:T<V 
FORE  HELD  BY  THE  FOOD  ADMINISTRATOR  EXCEPT  THOSE  RELATING  TO  WHEAT  AND 
WHEAT  PRODUCTS  WHICH  ARE  TRANSPERREP  TO  JULIUS  H.  BARNES. 

Whereas  under  the  authority  of  an  act  of  Congress  entitled  **An  act  to  provide  further 
for  the  national  security  and  defense  by  encouraging  the  production,  ronserving 
the  supply,  and  controlling  the  distribution  of  food  products  and  fuel.'  thore  was 
created  by  Executive  order,  dated  August  10.  1P17,  a  governmental  organization 
known  as'and  called  United  States  Food  Adnunistratiou,  and 
Whereas  Herbert  Hoover  was  appointed  United  States  Food  Administrator  with 
power  to  supervise,  direct,  and  carry  into  effect  the  provisions  of  said  act  and  the 
powers  and  authoritv  therein  given  to  the  President  so  far  as  the  same  a]>pl>-  to 
foods,  feeds,  and  their  derivative  products  and  to  anv  and  ail  j>ractices  pertom^ed 
and  regulations  authorized  or  required  under  the  p^o^isions  of  said  act,  including 
the  issuance,  regulation,  and  revocation  in  the  name  of  said  Food  Administrator 
of  licenses  under  said  act;  and  in  this  behalf  to  do  and  perform  such  acts  and  thin^ 
as  were  authorized  or  required  of  him  from  time  to  time  by  direction  of  the  Presi- 
dent and  under  stich  rules  and  re^^tions  aashould  be  prescribed  by  the  President 
from  time  to  time,  and  u    •  j 

Whereas  by  Executive  order  of  November  16,  1918,  Edgar  Bickard  was  authorized 
and  empowered  during  the  absence  of  Herbert  Hoover,  United  States  Food  Ad- 
ministrator, from  the  United  States  to  exercise  the  powers  and  authonty  delegated 
to  Herbert  Hoover  as  United  States  Food  Administrator,  and 
WTiereas  Herbert  HooA  or  has  resigned  from  the  office  of  the  United  States  vood  Ad- 
ministrator and  Edgar  Rickard  has  exercised  certain  of  the  said  povere  and  authonty 
of  the  United  States  Food  Administrator  until  this  time,  and 
Whereas  it  is  now  desired  to  transfer  the  powers  and  authority  of  the  I  nited  States 
Food  Administiator  in  the  manner  and  to  the  officers  hereinafter  designated 
Now  therefore  under  and  by  virtue  of  the  power  conferred  upon  me  by  the  pro- 
visions of  said  act  of  August  10,  1917,  and  of  all  other  acts  giving  me  power  m  the 
premises,  1,  Woodrow  Wilson,  President  of  the  United  States,  hereby  order  and  direct 
as  follow^s* 

All  acts  done  and  authorized  bv  Herbert  Hoover,  United  States  Food  Adminis- 
trator, as  aforesaid,  and  by  Edgar  lackard,  acting  for  Herbert  Hoover,  Unite.l  States 
Food  Administrator,  as  aforesaid,  are  hereby  authorized,  approved,  ratihed,  con- 
firmed, and  adopted.  ,  «^  ^  J  A  J    •  • 

The  powers  and  authority  heretofore  vested  in  the  United  States  l?ood  Adminis- 
trator, under  the  authoritv  of  said  act  of  Congress  approved  Aii^t  10,  1917,  and  the 
executive  orders  and  proclamations  issued  thereunder,  in  so  far  as  they  apph'  to  ^  heat 
and  wheat  products,  are  hereby  transferred  to.  and  shall  hereafter  be  exercised  by 
Julius  H.  Barnes,  Chief  of  the  Cereal  Division  of  the  United  States  Food  Adminis- 
tration, who  shall  supervise,  direct,  and  carry  into  effect  the  provisions  of  said  act, 
and  the  powers  and  authority  therein  given  to  the  Fresident,  bo  far  as  the  same  apply 
to  wheat  and  wheat  products,  and  to  any  and  all  practices,  ]^rocedure,  and  regulations 
authorized  or  required  under  the  provisions  of  said  act,  including  the  issuance,  r^u- 
lation,  and  re^'ocation,  in  the  name  of  said  Julius  H.  Barnes,  Chief  of  the  Cereal 
Division  of  the  United  States  Food  Administration,  of  licenBes  under  said  act  relating 
to  wheat  and  wheat  products;  and  in  this  behalf  he  shall  do  and  perform  mich  acts 
and  things  as  may  be  authorized  or  required  of  him  from  time  to  time  by  direction 
of  the  President  and  under  ?uch  rules  and  regulations  as  may  be  prescnbed  by  tne 
President  from  time  to  time;  and  there  is  hereby  transferred  to  said  Julius  H.  Baxnes, 
Chief  of  the  Cereal  Division  of  said  United  8Utes  Food  Administmtion  all  remaimng 
records  of  said  United  States  Food  Administration,  and  such  of  the  remaining  per- 
sonnel and  organization  of  said  United  States  Food  Administration  as  he  mav  deter- 
mine to  continue  under  him  as  Chief  of  the  Cereal  Division  of  the  United  Stotes 
Food  Administration  as  aforesaid.  . 

All  licenses  and  revocations  of  licenses  and  all  r^ulationa  now  m  fwroe,  so  far  as 
the  same  apply  to  wheat  and  wheat  products,  shall  continue  in  force  un^il  altered  off 
repealed  by  said  Julius  II  Barnes.  x       j  o   .         ^  i  i 

The  powers  and  authoritv  heretofore  vested  m  the  I  nited  States  tood  Aanuuis- 
trator,  under  the  authoritv  of  said  act  of  Congress  ai)]»ro\  ed  August  10,  1917,  and  the 
Executive  orders  and  proclamations  issued  thereunder,  in  so  far  as  they  apply  to 
foods,  feeds,  and  their  derivative  products,  other  than  wheat  and  wheat  products. 
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are  hereby  translerred  to,  and  shall  hereafter  be  exercised  by,  the  Attorney  General 
of  the  I  nitod  States,  who  shall  supervise,  direct,  and  carry  into  effect  the  pro\dsionB 
ot  said  act,  and  the  powers  and  authority  therein  given  to  'the  President,  so  far  as  the 
same  appl>  to  foodfl,  feeds,  and  their  derivative  products,  other  than  wheat  and  wheat 
products,  and  to  any  .and  all  practices,  procedure,  and  relations  authorized  or 
required  under  tl;e  pro%-isions  of  said  act,  including  the  issuance,  regulation,  and 
revocation,  in  the  name  of  the  Attorney  General  of  the  United  States,  of  licenses 
under  said  act  relating  to  foods,  feeds,  and  their  derivative  products  other  than  wheat 
and  whwt  products;  and  in  this  behalf  he  shall  do  and  perform  such  acts  and  things 
as  may  be  authonzed  or  required  of  him  from  time  to  time  by  direction  of  the  Presi- 
dent and  under  sudi  rules  and  illations  as  may  be  presoibed  bv  the  President 
from  time  to  time. 

All  licenses  and  revocations  of  licenses  and  all  regulations  now  in  force,  so  far  as 
the  same  a^jply  to  foods,  feeds,  and  their  derivative  products  other  then  wheat  and 
wheat  products,  shall  continue  in  force  until  altered  or  repealed  by  the  Attorney 
General.  r  j  j 

i  n  \rit  ness  whereof,  I  have  hereunto  set  my  hand  and  caused  the  seal  of  ^e  United  ^ 

btates  to  be  athxed. 

■ioS?°®  ""^^  District  of  Columbia  this  21st  day  of  November,  in  the  year  of  our  Lord 
1918,  and  of  the  independence  of  the  Uniie^l  States  of  America  the  one  hundred 
forty-fourth. 

D^'^v^  r,        .  WOODROW  WOSON. 

Dy  the  President: 

Robert  Lanslng, 

Secretary  of  State. 

The  Attorney  General.  No:  this  is  not  the  one. 

The  Department  of  Justice  maintained  an  organization  for  the 
very  purpose  of  supervising  the  sugar  business  by  the  issuing  of 
hcenses  to  dealers  under  the  Lever  law,  etc..  and  the  President,  at 
various  tmtes,  by  Executive  order,  directed  the  vSugar  Equalization 
Board,  vvbich  had  funds,  to  pay  the  expense  of  that  oi^ajiization. 

In  addition  to  that,  sir,  the  Department  of  Justice  was  charged 
with  the  duty  of  enforcing  the  Lever  law,  which  was  desired  to 
prevent  unreasonable  prices  in  the  necessaries  of  life.  Sugar  was  a 
necessary  of  life;  of  course,  we  had  to  handle  it. 

Mr.  McLaughlin  of  Michigan.  But  one  statement  is  that  the  Presi- 
dent directed  that  a  portion  of  the  authority  exercised  by  the  Food 
Administration  be  turned  over  to  vour  department,  and  the  sugar 
proposition  was  in  no  way  under  th(;  direction  of  the  Food  Adnun- 
istra tion .  How  did  you  get  control,  or  how  are  you  justified  in  assum- 
mg  control  of  sugar,  under  that  statement  of  yours  that  I  have 
quoted— you  made  it  only  a  moment  ago — that  the  President  turned 
over  to  you  a  portion  of  the  duties  of  the  Food  Adndnistration  ? 

The  Attorney  General.  Yes. 

Mr.  McLaughlin  of  Michigan.  And  the  Food  Administration  has 

nothing  to  do  with  sugar  ? 

The  Attorney  General.  I  did  not  say  that,  sir. 

Mr.  McLaughlin  of  Michigan.  You  know  that  is  true,  however  ? 

The  Attobney  Genekal.  No;  I  think  not.  The  Food  Adminis- 
tration issued  and  revoked  licenses;  they  had  control  of  the  licenses 
m  the  sugar  business.  The  Sugar  Equahzation  Board  did  not  handle 
that  part  of  it  at  all,  and  the  issuance  and  revocation  of  licenses  to 
dealers  under  the  Lever  law  was  the  method  which  the  Food  Admin- 
istration used  to  carry  out  and  enforce  that  law  and  that  was  turned 
over  to  the  Department  of  Justice. 

Mr.  McLaughlin  of  Michigan.  Then  you  just  took  over,  in  your 
department,  under  the  President's  order,  authority  to  issue  licenses 
as  the  Food  Administration  had  authority  to  issue  licenses  ? 


SU6AB. 


48 


The  Attorney  General.  That  is  my  recollection  of  it,  Mr. 
McLaughlin.    I  would  like  to  find  the  proclamation,  to  be  certain 

about  t1ie  language.  ,  •  j 

Mr.  McLAuciiiux  of  Michigan.  Then,  your  department  issued  a 
license  to  these  trading  companies — I  do  not  recall  their  name — ^fco 

trade  in  sugar  ?  ,    i      ,  i- 

The  Attorney  General.  I  do  not  know  whether  they  were  licenses 
or  not.   I  did  not  handle  this  personally,  and  I  do  not  know. 

Mr.  McLAUciHLiN  of  Michigan.  I  understood  you  to  say  that,  and 
you  have  called  it  a  'license'^ to  this  company? 

The  Attorney  General.  Can  you  find  the  presidential  proclama- 
tion of  November,  1919  ?  . 

Mr.  McLaughlin  of  Michigan.  You  spoke  of  your  authority  to 

issue  licenses,  and  that  you  issued  a  license  to  this  company. 

The  Attorney  General.  I  dul  not  say  we  had  issued  a  license  to 
this  company.    I  do  not  know  what  the  fact  was  about  that,  but  I 

suppose  so.  ,    ,         ■  J.  ' 

Mr.  McLaucjhlin  of  Michigan.  I  certainly  do  not  intend  to  mis- 
quote you,  but  several  limes.  General,  you  said  that  these  people  were 
operating  under  a  license  which  you  granted  them 

The  Attorney  General.  I  never  said  any  such  thing,  Mr.  Mc- 
Laughlin, I  am  sorry.  I  expect  they  were  operatmg  under  a  license, 
however. 

Mr.  McLaughlin  of  Michigan.  When  you  spoke  of  a  license  m  con- 
nection with  these  gentlemen  and  their  operations  in  this  sugar,  what 

did  you  mean?  t  j  j 

The  Attorney  General.  When  I  spoke  of  issuing  licenses  1  did 
not  speak  of  it  in  connection  with  these  gentlemen  and  their  opera- 
tions in  this  sugar  deal. 

Mr.  McLaughun  of  Michigan.  Then  I  altogether  misunderstood 

what  you  said. 

The  Attorney  General.  The  stenographer  could  say,  but  1  am 

quite  certain  I  did  not.  .  . 

Mr.  McLaughlin  of  Michigan.  You  enlarged  upon  the  proposition 
that  the  Food  Administration  had  been  issuing  licenses.  You 
referred  to  section  2,  which  authorized  the  issuance  of  licenses,  and 
that  you  continued  the  authority  under  section  2  as  to  the  issuing  of 
licenses.  Why  am  I  not  right  iii  concluding  that  you  issued  a  Ucense 
to  these  gentlemen  in  this  transaction  ? 

The  Attorney  General.  I  referred  to  section  2,  Mr.  McLaughlin, 
but  section  2  does  not  say  a  word  about  issuing  licenses.  I  read  it. 
Section  2  says  that  in  carrying  out  the  purposes  of  this  act  the  Presi- 
dent is  authorized  to  enter' into  any  voluntary  an-angements  or  agree- 
ments, to  create  and  use  any  agency  or  agencies,  to  accept  the  services 
of  any  person  without  compensation,  to  cooperate  with  any  agency 
or  person,  to  utilize  any  department  or  agency  of  the  Government, 
and  to  cooitlinate  their  activities  so  as  to  avoid  any  preventable  loss 
or  duplication  of  efforts  or  funds. 

What  I  said  was  that  the  President  under  that  section  was  withm 
his  powers  in  utilizing  the  agencv  of  the  Department  of  Justice  and 
of  these  gentlemen,  B.  H.  Howell,  Son  &  Co.  and  the  American  Trad- 
ing Corporation,  to  secure  an  adequate  supply  of  sujgar  and  an  equita- 
ble distribution  at  a  fair  price.  They  are  ''^agentaes,"  and  he  could 
use  any  agencies  he  saw  fit. 
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When  I  discussed  section  2  I  did  not  mention  licenses.  I  think  I 
never  mentioned  licenses  until  you  asked  me  ahout  the  powers  we  took 
from  the  Food  Administrator,  and  I  do  not  mean  to  be  understood 
as  saying  these  gentlemen  did  not  have  licenses;  I  assiune  they  did;^ 
they  were  probahly  issued  long  before  I  took  over  this  matter. 

Mr.  McLaughlin  of  Michigan.  If  one  was  issued  to  them  before 
that,  they  had  a  r%ht  to  act  under  it,  after  you  assumed  control  ? 

The  Attorney  General.  Yes,  sir. 

Mr.  McLaughlin  of  Michigan.  And  were  they  acting  under  that 
license  in  this  transaction  ? 

The  Attorney  General.  They  could  not  deal  in  sugar  at  all 
without  the  license. 

Mr.  McLaughlin  of  Michigan.  Then,  the  issuing  of  the  license  gave 
them  permission  to  deal  on  their  own  account;  and  in  all  instances, 
I  presume,  the  matter  of  profit  they  were  permitted  to  ha\  e  was 
either  set  out  in  the  Ucenses  or  was  under  the  direction  and  control 
of  the  Food  Administration  at  one  time  and  by  your  department 
later  ? 

The  Attorney  General.  Yes;  and  we  laid  down  the  rule  of  a 
cent  a  pound  profit. 

Mr.  McLaughlin  of  Michigan,  It  may  occur  to  some  of  the  mem- 
bers of  the  committee  that  there  is  a  difference  between  allowing  a 
company  a  profit  on  a  deal  and  paying  them  a  commission  on  fhe 
deal.  In  testimony  given  by  other  gentlemen  ap])caring  before  the 
coitimittee,  they  have  used  the  word  commission."  You  used  the 
word  ''profit/'  which  may  change  the  whole  nature  of  the  transaction. 

The  Attorney  General.  Whatever  you  call  it,  it  was  a  cent  a 
pound  they  were  to  get. 

Mr.  MoLiAUGm-iN  of  Michigan.  You  called  it  '  profit  "  and  thev 
called  it  ''commission"  ? 

The  Attorney  Genekal.  I  do  not  know  whether  it  makes  much 
difference  whether  ''profit  "  or  ''conimission. "  I  do  not  see  a  dis- 
tinction. They  would  have  a  cent  a  pound  anyhow,  Mr.  McLaughlin, 
and  no  more. 

Mr,  McLaughlin  of  :\richig:an.  Would  it  be  right  to  sav  that  if  it 
is  a  profit  they  were  dealing  just  the  same  as  the  multitude  of  other 
licensees  were  dealing  in  their  own  property,  making  their  own  profit, 
hut  limited  by  regulations  of  the  Food  "Administration  as  to  the 
amount  of  the  profit  ? 

The  Attorney  Genearl.  With  the  exception  that  they  did  this 
at  the  request  of  the  Department  of  Justic(\  an  agencv  designated 
by  the  President  for  the  very  purpose  under  the  law  of  securing  an 
adequate  supplv  of  sugar  at  a  fair  price. 

Mr.  McLa  L  GiiLiN  of  Michigan.  Those  matters  in  your  department 
were  under  the  control  of  Mr.  Figg  ? 

The  Attorney  General.  Yes,  sir. 

Mr.  McLaughlin  of  Michigan.  Is  he  now  with  you  ( 

The  Attorney  General.  No,  sir;  he  resigned  in  November. 

Mr.  McLaughlin  of  Michigan.  When  was  this  matter  first  called 
to  your  attention  ? 

the  Attorney  General.  I  think  about  the  time  that  the  negotia- 
tions were  entered  into  between  Mr.  Figg  and  these  gentlemen.  He 
asked  me  for  my  approval  of  the  plan  of  importing  this  sugar,  stated 
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its  purpose,  and  that  it  was  designed  and  intended  to  help  break  the 
market  in  rehef  of  the  people,  and  T  approved  it. 

Mr.  McLAroHLiN  of  Michigan.  There  has  been  testimony  to  the 
effect  that  an  arrangement  or  an  agreement  was  reached  between 
thes(»  gentlemen  and  Mr.  Figg.  It  would  interest  some  of  us  and 
us  to  reach  a  proper  conclusion  if  we  could  know  what  was  said. 
Onlinarilv  in  court  the  witness  is  not  permitted  to  testify  tliat  an 
airrangcmciit  ivas  made:  he  must  tell  w!iat  was  said  upon  one  side 
and  the  other,  so  that  the  court  mav  determine  whi^ther  that  consti- 
tuted an  agreement  or  a  contract.  Now,  we  would  like  to  know  what 
was  said. 

The  Attorney  Gi^xkhal.  You  would  not  like  to  know  from  me. 
Mr.  McLaughlin  of  Micliigan.  That  is  why  I  referred  to  Mr.  1  igg. 
Where  is  he  ? 

The  Attorney  Genkuai..  T  do  not  know:  I  think  he  is  in  Xew 
York.  He  left  the  department  on  the  loth  of  \(n'cmher.  T  ^^nve 
not  seen  him  since.  Of  course,  T  did  not  sit  in  these  conferences. 
Mr.  McLaughHn;  I  took  no  })art  in  the  rcachin<r  of  an.  agreement.  I 
was  simply  (uuisulted  hy  my  (nvn  suhoi'dinate  and  ai)prove{l  of  his 
plan.  I  never  met  these  gentlemen  n^presentino;  Howell,  Son  & 
Co.  and  the  American  Trading  Corporation  until  months  afterwards. 

Mr.  McLavghlix  of  Michigan.  T  helieve  ycai  did  not  like  the  idea 
of  licensing  at  all,  when  it  was  suggested  to  you.  wlu^n  you  asked  for 
an  amendment  of  the  food  ^'ontrol  act  aiul  the  adding  of  a  penalty: 
you  preferred  to  proceed  under  that  section  altogether  and  do  away 
entireh'  with  licenses  ? 

The  Attorney  (tEnerai,.  I  told  you  why. 

Mr.  McLat'gumn  of  Michigan.  And  here  you  seemed  t(t  liave 
preferred  to  engage  in  this  ver}  important  transaction  involving  a 
ii'.-ge  amount  of  money  under  a  license? 

The  Attorney  General.  Mr.  McLaughlin,  you  will  rememher  my 
statement  to  you  at  that  time  was  this,  that  if  we  were  to  attempt 
to  enforce  the  Lever  law  with  respect  to  all  the  necf^ssaries  of  life  hy 
means  of  issuing  and  rcA'oking  of  licenses,  it  would  reciuire  us  to  huild 
up  an  organization  similar  to  that  wh.ich  Mr.  HooA'cr  had  during  the 
war.  1  said  to  you  also  that  that  was  (piite  im|)ossihle.  Mr.  Hoover's 
organization  was  largely  voluntary,  and  yet  it  cost  ?L000,()00  a 
month.  I  knew  this  Congress  was  n<n  going  to  give  me  SI  .()()(*, 000 
a  month  to  organize  an  administration  that  could  handle  these 
license  questions. 

Mr.  McLaughlin  of  Michigan.  Phe  Congress  was  willing  to  con- 
tinue in  force  a  system  which  would  be  effective  

The  Attorney  General  (interposing).  Yes. 

Mr.  McLaughlin  of  Michigan  (continuing).  And  that  system  had 
been  effective;  and  later  the  other  system  

The  Attorney  General.  It  could  not  be  made  effective  under  the 
then  prevailing  conditions,  because  it  would  have  been  entirely  impos- 
.sible  to  rebuild  the  Food  Administration  at  anything  Uke  an  expense 
even  as  low  as  $1,000,000  a  month. .  That  would  have  been  impos- 
sible and  impracticable,  and  therefore  I  urged  you  that  instead  of 
enforcing  this  law  by  means  of  a  license  system  you  should  put  a 
penal  clause  in  the  bill  which  would  make  it  a  criminal  offense  to 
viplate  it;  and  the  only  case  in  which  any  use  of  the  Ucensing  power 
was  made  wad  in  this  sugar  business,  wh^  we  took  over  the  hoenses 
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already  issued  by  the  Food  Administration  and  built  an  organization 
for  the  purpose  of  supervising  those  licenses  and  revoking  them  where 
necessary,  which  was  paid  for  by  the  Sugar  Equalization  Board. 

Mr.  VoiGT.  General,  I  understand  that  a  man  did  not  need  any 
license  for  the  importation  of  sugar;  is  that  correct? 

The  Attorney  General.  I  tmnk  that  is  so. 

Mr.  VoiGT.  Then  these  people  when  they  imported  the  sugar  did 

not  need  any  hcense? 

Tlie  Attorney  General.  There  was  not  any  consideration  mven 
to  the  license  question  at  all.  It  was  an  arrangement  with  these 
men  to  bring  the  sugar  in  and  to  distribute  it,  as  I  have  said,  under 
the  rules  of  the  department,  to  the  essential  mdustries,  theu  profit 
or  commission,  or  whatever  you  please  to  tfflrm  it,  to  be  limited  to  a 

cent  a  pound.  ,  . 

Mr.  McLaughlin  of  Michigan.  Whose  money  was  used  m  making 

the  purchase  ?  ,  .     -r         ^  ^  u 

The  Attorney  General.  They  arranged  it;  I  do  not  know  wnere 

they  got  the  money. 

Mr.  Armstrong.  I  would  Hke  to  make  a  statement  about  

Mr.  McLaughlin  of  Michigan  (interposing).  Wait  a  minute.  I 

would  like  to  ask  the  gentleman  who  is  before  the  committee  qu^ 

tions  without  interruption.    You  do  not  know  who  fnnuahed  the 

money  or  where  it  came  from  i 

The  Attornfa  General.  I  do  not.  • 

Mr.  McLaughlin  of  Michigan.  Do  you  know  how  much  was  paid 
for  the  sugar  down  there  ? 

The  Attorney  General.  I  do  not  know.  v    »  •  u 

Mr.  McLaughlin  of  Michigan.  Do  you  know  what  the  freight 

from  there  here  was  ? 

The  Attorney  General.  I  do  not.  ,  i  j 

Mr.  McLaughlin  of  Michigan.  Do  you  know  where  it  was  placed 

when  it  arrived  in  this  country  ? 
The  Attorney  General.  I  do  not. 

Mr.  McLaughlin  of  Mcihigan.  Nor  what  the  storage  charges  w&rel 

The  Attorney  General.  No,  sir. 

Mr.  McLaughlin  of  Michigan.  But  you  approved  the  entire 

transaction?  i    j.  u     i        i.  •* 

The  Atto^.ney  General.  I  said  I  approved  of  the  plan  wiien  it 

was  submitted  to  me.  i   •  .u 

Mr.  McLaughlin  of  Michigan.  Why  was  the  purchase  made  m  thi 

name  of  the  Government  ?  . 

The  Attorney  General.  I  think  it  is  very  ([uostionabie  whether 
the  purcnase  was  made  in  the  name  of  the  exovernment.  As  I  recall 
the  communications  between  the  State  Department  and  Argentma— 
I  have  forgotten  just  the  language  used— but  the  circumstances  were 
as  I  have  told  vou .  The  purchase  was  made  by  tnese  gentlemen  under 
this  arrangement  with  the  Government  agency  of  the  Department  of 
Justice  through  another  Government  agency  of  the  Department  of 
State. 

Mr.  McLaughlin  of  Michigan.  In  your  judgment  was  a  contract 
entered  mto  between  the  Government  and  these  gentlemen  ?  ^ 

The  Attorney  General.  An  enforceable  contract  by  which  these 
gentlemen  could  sue  the  Government  to  recovei-  their  loss,  do  you 
mean  i 
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Mr.  McLaughlin  of  Michigan.  Was  it  such  a  contract  that  could 
have  been  enforced  if  it  had  been  between  private  parties  ? 

The  Attorney  General.  I  think  before  a  jury,  a  plaintift  could 
get  judgment  under  those  circumstances.  I  would  not  say  it  was  a 
legal,  enforceable  contract,  however. 

Mr.  TiNCHER.  You  would  have  to  get  by  the  court  ? 

The  Attorney  General.  I  think  if  I  got  by  the  court  that  1 
would  get  a  verdicji  on  it;  in  other  words,  it  is  fair  and  just. 

Mr.  McLaughlin  of  Michigan.  When  the  price  went  down  m  this 
country  so  that  there  would  be  something  of  a  loss  to  these  gentlemen 
in  disposmg  of  the  sugar  in  this  market,  you  said  that  the  sugar  was 
"left  on  their  hands"— those  are  yor.r  words.  Mr.  Figg,  as  I  under- 
stand the  testunony  given  a  day  or  two  ago,  undertook  to  help  these 
gentlemen  to  dispose  of  their  product  by  suggesting  the  names  of 
companies  that  he  thought  would  buy  the'  sugar  from  them.  It 
looked  to  some  of  us  as  if  your  representative  felt  that  this  sugar 
belonged  to  these  individuals,  and  that  it  was  up  to  them  to  dispose 
of  it,  and  that  he  was  simply  helping  them  to  find  a  market  for  then- 
product  so  as  to  save  themselves  from  loss.   Did  you  look  upon  it  m 

that  light?  ,  .  ,  ,r    T^.  J 

The  Attorney  General.  I  do  not  thmk  Mr.  Figg  was  endeavor- 
ing so  much  to  find  a  market  for  the  product  to  save  them  f roni  loss , 
as  he  was  to  influence  the  channels  of  trade  through  which  the 
product  was  distributed.  He-  gave  them  the  names  of  dealers  con- 
cerns throughout  the  country,  to  whom  the  sugar  ought  to  be  allotted 
if  possible,  or  sold,  because  through  those  people  the  sugar  would 
reach  the  central  industries.   That  was  what  I  understood  to  be  his 

^^^i£!^McLaughlin  of  Michigan.  Did  you  have  anything  to  do  with 

the  transaction  at  that  state  of  it  I    .     ,        .  , , 

The  Attorney  General.  Not  in  its  detail  in  any  way,  Mr.  Mc- 
Laughlin, no— that  is,  v  ith  the  designation  of  the  people  to  whom  it 
should  go,  anything  of  that  kind? 
Mr.  McLaughlin  of  Michigan.  Yes.  t  wwl  t  ♦« 

The  Attorney  General.  Oh,  certamly  not.   No;  i  lelt  that  to 

Mr  Figg 

Mr.  McLaughlin  of  Michigan.  Then,  you  are  speaking  in  a  very 
c'eneral  way  about  what  very  clearly  he  had  in  mind.  You  know 
nothing  of  the  actual  transaction  at  that  stage  of  it  ? 

T^ei^TTORNEY  General.  I  am  basing  my  statement  upon  the 
report  of  my  subordinate  to  me  at  the  time,  or  soon  after. 

Mr.  Purnbll.  General,  at  the  tune  these  people  were  authorized 
to  purchase  this  sugar  in  Argentina,  ihe  Sugar  Equihzation  Board 
was  in  existence,  was  it  not  ? 

The  Attorney  General.  Yes,  sir. 

Mr.  PuRNELL.  It  is  now  ? 

The  Atiornby  General.  Yes,  sir. 

Mr  PuRNELL.  That  was  before  they  had  distributed  any  part^  ot 
the  $40,000,000  m  profits,  or  before  it  had  been  covered  mto  the 

Treasury  ? 
The  Attorney  General.  Yes,  sm 

Mr  Purnell.  The  thing  I  can  not  understand  about  this  trans- 
action is  why  the  Sugar  Equilizatipn  Board,  an  agency  that  had  been 
created  for  the  express  purpose  of  handhng  the  sugar  situation,  was 
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not  the  one  dedicated  to  handle  this  transaction^  especially  in  view 
of  the  fact  that  they  had  plenty  of  money  and  were  oi^anized  for  that 
specific  purpose, 

The  Attobnet  General,  The  President  might  have  directed 
them  to  handle  this  transaction;  he  could  have  done  so  if  he  had  de- 
sired. 

Mr.  PuRNELL.  It  seems  to  me  that  is  the  weak  link  in  the  chain. 

The  Attorney  General.  I  do  not  see  that  that  is  a  weak  link  at 
all.  These  gentlemen  are  not  responsible  for  what  the  President  did 
or  did  not  do  in  the  exercise  of  his  discretion  under  the  law.  He  had 
a  right  imder  the  law  to  direct  the  Sugar  Equilization  Board  to  take 
over  this  transaction,  to  adopt  this  plan,  under  the  language  of  the 
McNary  Act,  of  providing  an  ade(|uate  supply  and  equitable  dis- 
tribution of  sugar  at  a  fair  and  reasonable  price  among  the  people  of 
the  United  States.  He»could  have  done  that;  and  if  he  had  direc  ted 
ed  the  Sugar  Equilization  Board  to  do  it,  they  would  have  had  t(^  obey 
him,  because  he  was  the  sole  stockholder  and  authorized  under  the 
McNary  Act  to  control  the  board,  and  if  he  had  done  so  they  would 
have  of  course  absorbed  this  law. 

Now,  he  did  not  do  it,  because  I  presume  the  matter  was  not 
called  to  his  personal  attention  at  the  time.  The  Department  of 
Justice  was  acting  under  his  direction  as  another  agency,  so  he  had 
a  right  to  direct  the  conduct,  under  section  2  of  the  Lever  law,  of 
this  other  agency,  the  Department  of.  Justice,  to  handle  this  thing 
as  the  Sugar  Equalization  Board  would  have  handled  it  if  the  President 
had  directed  them  to  do  so.  The  President,  in  other  words,  coukl 
use  either  the  Department  of  Justice  or  the  State  Department  or  the 
Food  Administrator  or  the  Sugar  Equalization  Board,  or  these 
gentlemen  as  individuals,  or  anybody  else,  to  do  this  thing.  Now^ 
the  Department  of  Justice  was  used  to  do  this  thing,  and  the  same 
effect  was  brought  about  as  if  the  Sugar  Equalization  Board  had 
handled  it.  with  the  exception  that  there  is  no  capital  in  the  Depart- 
ment of  Justice  to  take  care  of  the  transaction  if  it  resulted  in  a  loss, 
and  it  was  not  considered  necessary  to  turn  it  over  to  a  board  that 
had  this  capital,  because  nobody  conceived  that  there  was  any 
possibility  of  there  being  a  loss. 

Mr.  PuRNELL.  Had  these  people  handled  amy  other  transactions 
for  the  Government  ? 

The  Attorney  General.  Not  that  I  know  of.    I  do  not  know. 

Mr.  Purnell.  Is  there  any  reason  that  you  know  of  why  these 
people  should  handle  the  importation  of  sugar  from  Argentina  more 
advantageously  than  it  could  be  handled  by  the  Sugar  Equalization 
Board  ? 

The  Attorney  General.  I  do  not  know  that  thev  could  do  it 
more  advantageously;  no,  I  do  not  know  that  they  could. 

Mr.  Pernell.  I  am  trying,  in  a  sympathetic  way  with  the  claim, 
to  find  out  why  the  Government  should  ^o  outside  of  an  already- 
existing  agency  and  employ  disinterested  third  persons  to  put  up 
their  own  money  and  do  a  thing  which  could  be  done  by  a  Govern- 
mental agency  already  created,  with  sufficient  funds  to  carry  out 
the  transaction. 

The  Attorney  General.  It  was  a  perfectly  natural  development. 
As  I  told  you,  this  sugar  was  called  to  the  attention  of  the  department 
by  one  of  these  people,  the  American  Trading  Corporation,  which 
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was  engaged  in  the  busmess  of  exports  and  imports.  It  called  the 
attention  of  the  depatnnent  to  it,  and  I  suppose  the  department 
thought  it  had  the  sugar  down  there. 

Mr.  Purnell.  It  seems  to  me  that  when  that  element  enters  mto 
it,  it  robs  the  case  of  certwn  very  effective  features  so  far  as  theu- 
claim  is  concOTned,  because  it  presents  the  appearance  at  least  of 
having  been  brought  about  by  this  company,  seeking  to  make  a 
profit. 

The  Attorney  General.  I  do.  not  think  so.  Every  department 
of  the  Government  gets  information  from  the  outside  about  tiiese 
things.  It  is  nothing  to  the  discredit  of  these  gentlemen  that  they 
came  and  told  the  department  where  there  was  a  large  quantity  of 
sugar,  and  if  the  department  saw  fit  to  use  them  as  an  agency  after- 
wards I  do  not  think  the  fact  that  they  first  gave  us  the  information 
chano'es  the  matter  any. 

Mr,  PuRXELL.  The  Sugar  Equialization  Board  has  sufiicient  funds 
on  hand  wdth  which  to  take  care  of  this  transaction? 

The  Attorney  General.  Yes.  sir. 

Mr.  PvRNELL.  The  money  on  hand  is  profit,  I  assume,  and  not  part 
of  the  capital  stock  ? 

The  Attorney  General.  1  understand  the  Sugar  Equalization 
Board  does  not  call  it  profit;  it  calls  it  ^'savings  to  the  people  of  the 
country.'^  But  it  is  the  earnmgs  of  its  capital.  It  had  $5,000,000  of 
capital  donated  hv  the  President  out  of  his  emergency  fund,  and  its 
accumulations  upon  that  $5,000,000  capital  was  about  $39,000,000, 
I  think. 

Mr.  PvRNELL.  In  other  words,  if  this  claim  should  a^regate 
$2,000,000,  and  it  were  to  be  paid  out  of  the  funds  on  hand  now  by 
the  Sugar  Equalization  Board,  it  would  not  stand  in  the  same  class  as 
an  ordinary  appropriation  bv  Congress  ? 

The  Attorney  Gexeral^  Oh,  certainly  not.  It  would  come  out 
of  a  fund  which  arose  for  the  very  purpose  of  providing  agamst  loss 
in  the  securing  of  an  adequate  supply  and  equitable  distribution  of 
sugar.  In  other  words,  the  Sugar  Equalization  Board's  capital  was 
used  to  buy  sugar.  It  bought  the  entire  Cuban  sugar  crop  one  year 
with  this  $5. 000. 000  of  capital  by  using  it  as  a  revolving  fund.  It 
bought  the  sugar  and  sold  it  at  a  less  price  than  it  paid  for  it,  and  took 
a  losSj  in  order  to  stabilize  the  price. 

That  is  what  this  is. 

Mr.  Purnell.  These  peoj)le  ought  to  have  a  profit  or  commission, 
whatever  vou  may  call  it.  of  1  cent  a  pound.  Do  you  know  whether 
there  was 'any  arrangement  of  any  kind  made  whereby  they  were  to 
be  protected  against  any  loss  ? 

The  Attorney  General.  No,  sir. 

Mr.  Purnell.  It  would  seem  that  there  was  no  thought  of  any  loss. 

The  Attorney  General.  There  was  no  thought  of  any  loss  by 
anvbodv:  that  is  true,  and  there  would  not  have  been  any  loss  if  they 
had  been  able  to  get  the  sugar  hi  imme<liately,  but  the  several  months' 
delay  is  what  caused  the  loss,  and  the  delay  was  a  matter  over  whicli 
they  had  no  control  and  over  which  this  Government  had  no  control, 
either  the  State  Department  or  the  Department  of  Justice.  It  was 
due  to  a  situation  which  arose  in  the  Argentine  that  they  could  not 
get  this  ^ugar  out  for  several  months. 
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During  that  time  the  market  broke,  and  when  the  sugar  did  get  here 
the  price  was  down  so  much  lower. 

Mr.  PuRNELL.  Do  you  know  of  any  othw  firms,  persons,  or  cor- 
porations that  were  given  like  duties  to  perform  under  similar 

circumstances  to  this? 

The  Attorney  General.  No;  I  do  not  know  of  any  other  cases. 
I  will  not  say  there  were  not,  but  I  do  not  know  of  any. 

You  sea,  Mr.  Chairman,  if  there  had  been  no  sucn  arrangement 
with  the  Department  of  Justice,  these  gentlemen  could  have  imported 
this  sugar  and  sold  it  at  the  market,  subject  only  to  the  control  over 
the  situation  which  the  department  was  exercising  under  the  Lever 
law,  and  they  could  have  made  a  lot  of  money.  Their  profits,  or 
commissions,  or  whatever  you  please  to  term  it,  were  held  down  to 
1  cent. 

Mr.  Purnell.  They  could  not  have  gotten  the  sugar  out  of 
Argentina  as  a  corporation,  could  they?  Was  there  not  an  embargo 
imposed  ? 

The  Attorney  General.  That  is  what  caused  the  whole  trouble. 

Mr.  Purnell.  If  they  had  started  to  do  this  business  on  their  own 
initiative,  they  could  not  have  gotten  the  sugar  out  of  Argentina  at  all  ? 

The  Attorney  General.  They  might  have  had  to  have  had  help 
of  the  Government  to  get  sugar  out  ;  yes. 

Mr.  McKiNLEY.  General,  is  not  this  a  practical  statement  of  the 
situation,  that  10  months  ago  there  was  practically  a  corner  on  sugar 
in  the  United  States;  that  the  Government  wanted  to  break  that 
corner;  that  they  heard  that  there  was  150,000  tons  of  sugar  in 
Argentina;  that  they  looked  around  for  some  one  who  was  com- 
mercially and  financially  in  a  position  to  buy  a  part  of  that  sugar; 
that  they  j^ractically  made  the  American  Tradmg  Co.  the  agents  of 
the  Government;  that  they  told  them  they  could  have  a  cent  a  pound 
and  no  more  for  handling  the  sugar;  that  the  Government  would  see 
that  the  embargo  was  lifted;  that  when  the  sugar  came  up  here  it 
should  be  sold  to  people  specified  by  the  Government;  that  the  fall- 
down  was  that  they  did  not  get  the  embargo  lifted  as  they  said  they 
would,  but  that  the  advertising  of  the  fact  that  they  were  going  to 
bring  the  sugar  in  broke  the  corner;  and  that  this  S2, 000, 000  loss 
perhaps  was  made  up  to  the  people  of  the  United  States  ten  times 
over  by  the  breaking  of  the  corner. 

The  Attorney  General.  That  is  a  pretty  accurate  statement  and 
a  very  succinct  statement  of  the  situation. 

Mr.  TiNCHER,  There  was  no  difl'erent  arrangements  concerning  the 
profits  that  these  importers  would  have  on  this  sugar  with  the  Depart- 
ment of  Justice  than  the  Department  of  Justice  s  effort  to  regulate 
all  transactions  in  sugar — it  was  all  the  same  profit. 

The  Attorney  General.  It  was  the  same  profit. 

Mr-  TiNCHER.  So  they  were  to  have  the  same  profit  other  men  were 
to  have  in  handling  sugar^  so  far  as  you  are  able  to  enforce  your  ideas 
of  the  Lever  food  control  law  ? 

The  Attobnisy  Gbneeal.  That  is  correct.  Of  course  we  could  not 
control  all. 

Mr.  Tengheb.  Some  of  them  violated  the  law? 
The  Attobney  GsNERAi*.  Yes. 
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Mr.  TiNCHER.  But  you  had  no  reason  to  think  that  one  would 
violate  the  law  any  more  than  others.  Your  rule  was  a  cent  a  pound, 
and  they  were  not  bringing  it  in  for  any  less  profit  than  others  ? 

The  Attorney  General.  No. 

Mr.  TiNCHER.  Was  it  150,000  tons  or  14,000  tons? 

The  Attorney  General.  Fourteen  thousand  tons  actually  came 
in.  But  I  explained  that  the  amount,  though  it  was  nebulous  at 
the  beginning,  the  newspapers  made  it  grow  like  a  snowball  going 
down  hill,  and  the  countrv  generallv  had  the  idea  there  was  a  flood 
of  sugar  coming  in  from  the  Argentme. 

Mr.  TiNCHER.  How  high  did  the  newspapefs  get  it?  I  believe 
you  estimated  as  high  as  100,000  tons? 

The  Attorney  General.  That  is  my  recollection. 

Mr.  TiNCHER.  Then  our  progressive  friend  from  Illinois  got  it  up 
to  150,000  tons.    There  was  not  any  loss  tluough  publication? 

The  Attorney  General.  He  may  have  studied  other  newspapers. 
He  and  I  do  not  read  the  same  newspapers.  (Laughter.) 

Mr.  TiNCHER.  There  was  not  any  loss  contemplated  at  all  in  this 
transaction  ? 

The  Attorney  General.  There  never  is  any  loss  figured  out  in 
advance.  If  there  was,  we  would  not  have  been  going  into  these 
thmgs. 

Mr.  TiNCHEK.  However,  it  was  contemplated  that  these  men  who 
imported  this  sugar  would  make  $280,000  net  by  bringing  it  into  the 
United  States,  because  that  is  what  I  figure  1  cent  on  14,000  tons 
would  amount  to? 

The  Attorney  General.  As  1  recall  it,  they  thought  they  would 
get  net  about  one-fourth  cent  a  pound,  I  think,  after  ihej  had  paid 
freight,  storage,  transportation,  distribution,  and  all  other  costs  and 
expenses,  they  were  going  to  make  one-fourth  of  a  cent  a  pound. 

Mr.  TiNCHER.  They  were  not  going  to  pay  the  carrying  charges 
from  iVrgentina  up  here  out  of  this  cent  a  pound,  were  they?  They 
testified  that  they  bought  the  sugar  at  something  like  14  and  were 
selling  it  at  21. 

The  Attorney  General.  I  suppose  that  is  right. 

Mr.  TiNciiER.  That  is  as  I  understood  them. 

The  Attorney  Genb&ai..  I  am  not  a  sugar  man,  Mr*  Tincher, 
and  T  do  not  know. 

Mr.  TiNCHER.  Here  is  the  point  I  am  making,  that  this  Govern- 
ment had  a  fund  with  which  to  buy  sugar  and  no  loss  was  contem- 
plated, but  on  the  contrary  a  profit  of  1  cent  a  pound  on  14,000  tons 
of  sugar  was  contemplated. 

The  Attorney  General.  Gross. 

Mr.  TiNCHER.  I  do  not  know  why  we  should  say  ''gross"  wheu 
they  have  given  their  figures  here  showing  that  at  what  they  were 
proposing  to  sell  it  they  would  make  a  cent  a  pound  net. 

The  Attorney  General.  That  is  for  them  to  say;  I  do  not  know, 
Mr.  TiNCHER.  That  being  in  contemplation,  the  Government  was 
mighty  nice  to  these  men  in  saying,  '1  ou  go  to  it."  We  will  not  use 
our  money  and  increase  the  savings  of  the  Sugar  Equalization  Board 
by  trading  in  this  to  the  extent  of  $280,000,  but  we  will  let  you  indi- 
viduals do  it.  '  And  if  they  had  gone  through  without  any  mishaps 
tihat  would  have  been  t^e  md  of  it.   Howevw,  there  has  been  dcday 
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in  the  bringing  of  the  sugar  out  of  the  Argentine,  the  problem  abont 
whether  thev  would  sell  the  sugar  back  to  those  people,  and  they 
asked  more  profit  when  they  offered  to  sell  it  back  to  them,  according 
to  their  own  testimony— asked  the  Argentine  people  n  profit,  and  not 
having  got  that,  thev  have  the  sugar  on  hand,  and  they  say  to  the 
United  States,  '^For  offering  to  let  us  make  $280,000  and  failing,  we 
want  you  to  pay  any  loss  we  have  in  this  transaction." 

It  seems  to  me  that  is  the  size  of  it  from  the  Government's  stand- 

^^^e  Attorney  General.  .  It  has  been  said  that  there  are  two  sides 
to  every  proposition,  but  one  side  is  the  ri^t  side  and  one  side  is 
the  wrong  sine,  generally. 
Mr.  TiNCHER.  You  never  guaranteed  th^e  gentlemen  agamst  any 

loss? 

The  Attorney  General.  Certainly  not. 

Mr.  TiNCHBR.  They  were  in  the  exporting  business  and  importmg 
business:  they  suggested  the  location  of  the  product.  They,  as  every- 
one else  in  the  United  States  with  business  acumen,  were  familiar 
with  ihe  fact  that  the  United  States  Government  had  a  Sugar  E  quali- 
zationBoard  aiid  that  that  board  had  mone,  that  they  could  import 
this  sugar  themselves.  And  another  thing  I  was  talking  to  Mr. 
Zabriskie  about  the  other  dav— he  did  not  testify  before  the  com- 
niitt(  (-  1  hope  he  will— that  it  was  prett>  generall/ understood  at 
tluit  time  that  everyone  in  the  United  States  knew  that  it  was  the 
id(  a  of  C  ongress  that  the  Sugar  E  qualization  Board  should  be  function- 
iuo^.  strising  every  way  to  get  the  executive  departments  of  our 
Gon  eiument  to  use  the  Sugar  Equalization  Board? 

The  Attorney  General.  They  did  it  so  late  that  the  executive 

could  not  use  it.  .       ,     ^  ^i.  ^ 

Mr.  TiNCHER.  Of  course,  there  is  contention  about  that 
The  Attorney  General.  There  can  not  be  any  argument  -about 

Mr.  TiNCHER.  Oh,  well,  there  has  been  considerable.  I  wiU  say 
this,  that  at  the  time  there  was  not  any  doubt  about  their  abuity 
beino"  removed  by  the  passage  of  the  amendment — there  was  not  any 
such^'price  contemplated  for  the  quahty  of  sugar  that  this  unporhng 
company  was  paying  for  this  sugar.  In  other  wor(te,  the  Cuban 
sugar  of  like  (luality  could  have  been  bought  for  a  tlurd  1^ 
purcliase  price  of  this  sugar  contemplated  at  the  time  the  McNary 
amendment  was  passed  by  both  Houses  of  Congress.  .  * 

The  Attorney  General.  It  could  not  be  bought  at  all  at  tnat 
time.  It  was  too  late.  The  crop  was  sold.  I  do  not  mean  to 
reflect  on  anybody,  but  Congress  was  a  little  too  deliberate  about  that 

thing.  T  ,j 

Mr.  TiNCHER.  If  I  was  going  to  reflect  on  anyone,  I  would  mention 
some  letters  written  by  the  Sugar  Equalization  Board  about  that 

transaction.  .  .  . 

I  was  wondering  if  we  stood  before  a  jury  some  tune  soon  waiving 
the  proposition  that  we  could  not  do  that  because  we  could  not  get 
bv  the  lecral  proposition,  thev  would  prevent  the  matter  going  to  the 
jury,  and^'say  that  the  Government  could  go  forth  to  import  sugar, 
we  will  let  our  agency  lay  dormant  and  make  them  a  profit  of  $280,000. 

You  have  called  our  attention  to  the  location  of  this  sugar.    It  is  a 
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warehouse  down  in  Argentme.  We  had  not  heard  of  it.  and  you 
told  us  about  it,  and  we  will  let  the  Sugar  Equalization  Board  la^ 
dormant,  and  we.  wdl  import  this  sugw  and  break  the  market.  ' 
And  they  do  it,  MM&o  guaranty  was  made  at  all;  tJiey  do  it  for  the 
profit  which  was  to  be  made  in  it;  an,d  it  would  not  be  an  insignificant 
profit  on  that  sugar  to  a  man  in  the  business.  It  was  the  profit  that 
you  contemplated  as  being  fair  and  equitable  for  any  man  to  chaxge 
as  a  profit. 

The  Attorney  General.  The  McNary  Act  was  passed  on  Decem- 
ber 31,  1919,  which  authorized  the  President  to  direct  the  Sugar 
Equalization  Board  to  take  over  any  plans  to  secure  an  adequate 
supply.  It  was  passed,  of  course,  with  a  view  of  relievinga situation 
by  reason  of  the  failure,  up  to  that  time,  to  buy  the  Cuban  crop. 
The  Sugar  Equalization  Board  would  not  buy  it  before  that,  because 
under  the  Lever  law  their  powers  might  be  cut  off  that  quick,  and  they 
could  not  distribute  it — the  law  would  be  cut  out  from  under  their 
feet. 

Mr.  TiNCHER.  How  ? 

The  Attorney  General.  By  the  termination  of  the  war.  The 
Lever  law  quit  when  the  war  quit. 

Mr.  TiNCHER.  The  Sugar  Equalization  Board  would  have  the 
same  powers  as  other  institutions  to  wind  up  their  business,  would  it 
not? 

The  Attorney  General.  In  the  fall  of  1919  the  Sugar  Equaliza- 
tion Board  took  the  position,  and  announced  to  the  committees  of 
Congress,  that  they  would  not  buy  the  Cuban  sugar  crop  unless  there 
was  a  specific  termination  put  to  the  Lever  law  so  that  they  knew 
just  exactly  how  long  they  could  operate.  The  McNary  Act\  there- 
fore, was  passed  with  that  in  view,  but  was  not  passed  until  December 
31,  1919.  In  the  meantime,  the  Cuban  crop  had  been  disposed  of 
and  the  President  directed  the  Sugar  Equalization  Board  to  liquidate; 
that  he  would  not  use  them  for  the  purpose. 

So  that  when  this  matter  came  along  in  the  spring  of  1020,  {]u- 
use  of  the  Sugar  Equalization  Boaxd  was  not  considered;  they  were 
going  out  of  business. 

Mr,  TixcHEK.  During  the  summer  of  1910.  the  law  authorizing 
the  Sugar  Equalization  Board,  or  by  virtue  of  which  tliey  were  in 
existence,  had  the  same  force  and  effect  as  any  other  Avar-tinu> 
measures,  and  is  it  not  true  that  in  August,  perhaps,  or  in  July, 
seven  members  of  the  Sugar  Equalization  Board  directorate  asked 
the  President  for  authority  to  purchase  the  Cuban  sugar  crop,  and 
one  member  of  the  Sugar  Equalization  Board  indicated  a  different 
view  to  the  President,  and  that  tlft>  President  did  not  answer  in  any 
way  either  of  those  communications,  or  at  least  the  public  was  not 
aware  of  any  answer  and  Congress  was  not  aware  of  any  answer 
being  made  to  either  of  those  letters,  until  about  the  time  that  we 
passed  the  amendment  called  the  McNary  amendment  ?  ^ 

The  Attorney  Gexehal.  And  at  the  time  the  Sugar  Equahzation 
Board  asked  for  that  authority,  they  declared 

undertake  its  distribution  unless  there  was  legislation  extending  the 
Lever  law,  and  on  August  2,  1919,  the  President  came  to  the  Con- 
gress and  asked  for  that  li^i^ation,  wluch  you  did  not  give  him 
until  December  31^  1919. 
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Mr.  TiNOHBE.  You  mean  the  President  asked  Coi^ress  for  c^ain 
amendments  to  the  Lever  law  ? 

The  Attobney  Gskbral.  He  asked  for  an  extension  of  time  of 
the  Lever  law. 

Mr.  TiNCHBR.  And  you  appeared  before  this  committee,  and  we 
gave  the  amendment  just  exactly  as  you  asked  for  them  to  the 
Lever  law. 

The  Attorney  General.  Not  as  to  the  extension  of  time. 

Mr.  McLAtTGm-m  of  Michigan.  Do  you  wish  u^  to  understand  that 
the  President  did  not  authorize  the  Equalization  Board  to  purchase 
the  Cuban  sugar  because  Congress  did  not  extend  the  life  of  the 

Lever  Act  ? 
The  Attorney  General.  Yes. 

Mr.  McLAUom-iN  of  Michigan,  I  venture  you  are  alone  in  that 
opinion,  Mr.  Attorney  General. 

The  Attorney  General.  I  just  recited  the  facts  to  you,  Mr. 
McLaughlin. 

Mr.  TiNCHER.  That  opinion  was  never  suggested  in  Congress.  I 
will  say,  though,  the  first  time  I  ever  heard  fliat  opinion  expressed 
was  last  October,  I  think. 

The  Attorney  General.  Here  is  the  history  of  it  now,  Mr. 
Tincher:  The  Sugar  Equalization  Board  did  ask  the  President  for 
authority  to  buy  this  crop,  saying,  however,  that  they  could  not 
undertake  its  distribution  unless  they  had  legislation  that  continued 
the  Lever  law  to  a  definite  period,  hecause  everybody  thought  at 
that  time  a  peace  treaty  was  going  to  be  ratified  m  the  near  future. 

Mr.  McLaughlin  of  Michigan.  That  is  the  firsts  time  we  ever 

heard  it.  -i       j  •  -> 

Mr.  Young.  It  may  be  the  first  time  you  ever  heard  it,  but  some 

of  us  have  heard  it  before.  i_      j  r 

The  Attorney  General.  And  subsequent  to  that  on  the  2d  of 
August,  1919,  the  President  came  down  here  and  asked  the  very 
thmg  that  the  Sugar  Equalization  Board  had  said  they  must  have 
before  they  could  buy  this  crop. 

Mr.  TiNCHER.  I  put  into  some  hearings  of  this  committee  a  copy 
of  the  letters  the  Sugar  Equalization  Board  wrote  the  President 
asking  for  authority  to  buy  the  Cuban  sugar.  I  remember  the  cir- 
cumstances very  distinctly,  because  one  of  the  Congressman  from 
Louisiana— I  will  not  callhis  name  now— and  I  were  talking^  about 
it;  and  I  say  to  you  that  in  that  letter  from  the  Sugar  Equalization 
Board  asking  the  President  for  authority  to  buy  the  Cuban  sugar 
crop  there  was  not  even  an  jntimation  or  a  hint  of  any  such 
statement  that  they  could  not  buy  it  or  did  not  want  to  buy  it  unl^ 
the  act  was  extended.  They  simply  asked  him  for  authority,  as  the 
president  and  sole  stockholder  of  the  Sugar  Equalization  Board, 
authorization  to  buy  the  Cuban  crop,  and  seven  of  the  directors,  as 
I  remember  the  number,  signed  that  letter,  and  one  member,  who 
did  not  believe  in  the  Government  continuing  to  function  in  that 
capacity,  wrote  an  adverse  letter  -a  Mr.  Taussig,  I  believe  it  was— 
and  I  say  to  you  that  the  construction  you  are  putting  on  that 
request,  or  even  intimation  of  that  construction,  is  not  in  that  letter.^ 
The  Attorney  General.  It  is  the  same  construction  that  Mr.* 
Glasgow  and  Mi\  Zabriskie  put  upon  it  m  the  hearing  before  the 
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Committee  on  Agriculture  of  the  Senate,  when  they  said  there 
plainly  that  they  would  not  buy  the  crop  unless  it  was  extended. 
They  said  that  plainly,  immediately  aften^^ards. 

Mr.  TiNCHER.  Over  here  we  can  not  be  fully  informed  of  all  the 
testimony  that  goes  in  before  a  Senate  committee.  I  took  it  on  the 
record. 

The  Attokxey  General.  I  do  not  know  whether  they  told  you 
or  not,  but  the  memorandum  was  attached  to  that  letter. 

Mr.  TiNCHER.  The  memorandum  attached  to  which  letter? 

The  Attorney  General.  The  memorandum  attachtnl  to  the 
letter  you  speak  of,  which  was  submitted  to  the  President  at  the 
time  says  something  to  that  effect,  and  was  so  interpreted. 

Mr.  PuRNELL.  Is  it  your  understanding  that  if  the  Sugar  Equaliza- 
tion Board  had  started  this  deal  and  the  Peace  Treaty  had  been 
signed,  they  could  not  have  closed  up  their  business  t 

The  Attobney  General.  That  was  their  position. 

Mr.  PuBNBix.  Was  that  a  correct  position  to  take,  in  your 
judgment? 

llie  Attorney  General.  I  do  not  know,  but  that  was  their 
position — that  was  their  position  flatly  taken  before  the  Agricul- 
tural Committee  of  the  Senate,  when  they  came  down  and  asked  for 
that  l^islation.    They  asked  for  this  legislation  early  in  the  fall  of 

1920. 

Mr.  PuBNELL.  It  seems  to  me  if  they  had  started  the  transaction 
in  the  purchase  of  sugar,  they  certainly  would  have  the  right  to 
complete  the  transaction. 

Mr.  McBoNLEY.  They  are  a  Delaware  corporation  ? 

The  Attobney  General.  Yes. 

Mr.  TiNCHBB.  Is  not  that  position  that  they  could  not  wind  up 
their  business  without  an  extension  of  the  act,  under  the  language 
of  the  Lever  control  law,  so  unreasonable  that  you  woidd  expect  an 
ordinary  man  to  absolutely  know  better?  * 

Tlie  Attobney  Genebal.  Why  did  you  pass  the  McNary  act  puttmg 
a  definite  termination  to  the  Lever  act?  That  is  all  the  McNary 
act  did. 

Mr.  McKiNLEY.  Congress  was  taying  to  force  the  President  to 
function  with  his  Sugar  Board. 
TTbe  Attobn*y  Gbnbbal.  And  you  did  it  by  putting  a  defimte 

termination  upon  it. 
Mr.  McLaughlin  of  Michigan.  Here  is  what  the  Sugar  Bquabusa- 

tion  Board  said  to  the  President: 

the  time  is  fast  approaching,  if  it  has  not  arrived,  when  we  wiU  be  unable  to  centrol 
the  Cuban  crop  of  sugar  for  the  year  1919-20  iinless  action  is  taken  at  once. 

Not  if  the  Lever  law  is  extended.  And  here  is  the  second  letter, 
as  I  understand  it,  from  the  Sugar  Equahzation  Board  to  the 
President: 

111  the  iiiter\al  that  ha.s  transpired  we  have  awaited  your  answer,  contidently 
helievini^  that  the  I'nited  Statet;  Ooveiiiment  would  undertake  the  continued  con- 
trol of  sugar,  and  every  interest  concerned,  especially  the  American  consumer,  would 
experience  the  advantage  of  a  stabilized  market.  Unfortunately,  the  logic  of  the 
situation  has  not  impressed  the  Goverpment,  or  in  keeping  with  its  traditional  poli(  y— 
the  war  being  over,  it  is  thougjbt  be^  to  permit  the  market  to  be  ruled  by  the  natural 
law  of  supply  and  de  maud. 
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'While  we  had  hoped  for  a  different  eoDduaon  to  the  negotiationB  put  forward  by 
Cuba,  with  the  wealth  of  prod(iotio7i  repreflented  by  her  producers,  we  reluctantly 
accept  the  aitu»tion  now  existing  and  return  the  authority  under  which  we  were 
acting. 

Nothing  in  that  whatever  

The  Attorney  General.  Is  that  the  complete  correspondeuce  ? 
Will  vou  show  it  to  me  ? 
Mr.  McLaughmn  of  Michigan  (continuing) .  With  relation  to  that 

proposition. 

The  Attorney  General.  Let  me  see  it,  please.  There  was  a 
memorandum  attached  to  the  first  letter  which  I  want  to  show  you. 
Have  you  got  a  copy  of  the  letter  ? 

The  Chairman.  It  is  in  the  hearings. 

Mr.  HuLiNGS.  Mr.  Chairman,  I  would  like  to  ask  a  question,  but  1 
do  not  know  that  it  refers  very  particularly  to  what  is  involved  in  thi* 
bill. 

The  Attorney  Genbbal.  I  will  not  object  on  the  ground  that  it  is 
immaterial. 

Mr.  HuLiNGS.  ilong  about  a  year  ago  last  .June  the  sugar  people  m 
the  United  States,  or  at  least  the  people  of  the  United  States,  were 
'informed  there  was  a  great  scarcity  of  sugar,  and  pretty  soon  the 
limit  of  11  cents  that  they  could  charge  to  the  consumers  was  made  12 
cents  and  then  14  cents,  and  there  was  a  limitation  put  on  everybody 
of  2  pounds  at  one  purchase — you  could  not  buy  more  than  2  pounds 
at  a  purchase,  and  the  price  went  up  and  up  and  up  and  I  think  you 
mentioned  as  high  as  30  cents  a  pound.  Aiter  it  got  to  about  25 
cents  a  pound  you  could  buy  all  the  sugar  you  wanted.  There  was 
no  particular  increase  in  the  quantity  coming  in.  How  was  that? 
Was  it  not  just  simply  a  scheme,  a  plaii  put  in  operation  by  the  sugar 
people  to  milk  the  consumers  of  this  country  of  these  unreasonable 

Erofits?  They  had  the  eugar.  Down  in  Philadelphia  the  sugar 
ouses  were  packed  full  of  sugar.  Sugar  was  stored  up  so  that  they 
could' not  operate  the  plants  and  nobody  could  buy  more  than  2 
pounds  at  a  time,  but  as  soon  as  they  got  the  price  up  to  25  cents^ 
then  anybody  could  buy  all  the  sugar  they  wanted. 

The  Attorney  General.  I  think  there  was  a  great  deal  of  panic 
on  the  part  of  the  people  who  believed  the  price  was  going  to  stay  up. 

Mr.  HuLiNGS.  It  was  not  a  panic  on  the  part  of  the  people  that  put 
the  price  up,  certainly,  because  they  could  not  get  but  2  pounds  at  a 
purchase. 

The  Attorney  General.  You  could  not  get  me  to  approve  those 
high  prices.    I  would  condemn  them  as  quickly  as  you. 

Mr.  Hui.iNQs,  How  does  it  come  that  nobody,  apparently,  has  gone 
after  them  so  as  to  put  the  scoundrels  m  jail  that  were  doing  it;  that  i& 
what  they  were  doing  without^uestion  ? 

The  Attorney  General.  We  have  arrested  a  good  many  of  the 
gentlemen  whom  you  thus  denominate. 

Mr.  H  CLINGS.  We  had  some  in  our  country  and  they  were  fined.  I 
thuik  one  fellow  was  fined  $10,000,  but  he  made  $30»000  on  the 
operation.  If  you  had  put  him  in  jail  a  few  months  it  would  have  had 
more  effect. 

The  Attorney  Genekal.  We  put  some  of  them  in  j ad,  too,  and 
I  think  that  had  a  good  effect. 
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Mr.  Hulings.  I  do  not  know  why  they  ran  those  prices  up  like 
that,  except  through  sheer  greed. 

The  Chairman.  General,  I  understood  you  to  say  there  were  no 
contracts  outstanding  incurring  a  legal  obUgation— no  guarantee 
against  loss. 

The  Attorney  General.  No,  sir.  ,■  •    •  u 

The  Chairman.  Do  vou  recommend  the  paymeni  of  it  m  the 
absence  of  any  agreement  to  reimburse  them  or  mdemmfy  them 

against  losses  ?  ^  .  n  i 

The  Attorney  General.  I  believe  the  bugar  Equalization  lioarcl 
ought  to  be  authorized  to  take  over  this  transaction. 

The  Chairman.  The  Sugar  Equalization  Board  has  announced  that 
it  has  decided  to  pay  the  claim,  if  authorized  to  do  so.  That  is  gen- 
eral knowledge,  as  I  understand  it. 

The  Attorney  General.  I  did  not  quite  get  that. 

The  Chairman.  I  understood  from  the  attorney  for  the  board,  Mr. 
Glasgow,  that  the  membership  of  the  board  were  unanimous  in  then- 
opinion  that  the  claim  should  be  paid,  and  that  the  claim  would  be 
paid  if  turned  over  to  them  with  authority  to  do  so.  So  it  is  merely 
directing  the  payment  of  the  claim,  as  I  understand  It. 

The  Attorney  General.  That  is  just  a  question  of  the  use  ol 
terms,  Mr.  Chairman.    It  is  hardly  a  direct  appropriation. 

The  Chairman.  It  is  simplv  directing  the  board  to  purcliase  the 
sugar  at  the  price  contracted  and  resell  at  the  prevailmg  price,  the 
Government  to  take  over  their  loss,  is  it  not  ? 

The  Attorney  General.  That  is  what  it  amounts  to. 

The  Chairman.  And  you  recommend  that  that  be  done  ( 

The  Attornby  General.  I  think  it  proper  that  the  resolution 

*^The  ^^MAN.  You  beUeve  that  tl^^  Government  should  pay  the 
$2,000,000,  or  whatever  it  may  be,  in  the  absence  of  any  contract  . 

The  Attorney  General.  I  beUeve  the  Sugar  Eauahzation  Board 
should  take  over  the  contract,  even  if  it  results  m  a  loss  to  the  board ; 

V6S  SIT 

*  T?he  Chairman.  It  has  been  stated  by  the  board's  attornev  that  it 
means  the  payment  of  the  claim.    It  is  directing  the  board  now  to 
purchase  sugar  at  a  certain  price  and  sell  it  at  a  reduced  price,  lhat 
Vi  what  it  amounts  to,  is  it  not  ?  . 
The  Attorney  General.  It  may  amount  to  that;  I  suppose  it 

The  Chairman.  Is  there  any  question  about  it  ? 

The  Attorney  General.  I  do  not  want  to  haggle  about  wor(^. 
You  know  what  it  is.  The  resolution  provides  that  the  Sugar  li^quali- 
zation  Board  shall  take  over  this  transaction.  It  will  result  in  a  loss 
to  the  Sugar  Equalization  Board;  that  is  unquestionably  so.  1  tlunk 
it  proper  and  just  and  fair  that  the  Sugar  Equahzation  Board  should 
take  over  this  transaction,  even  though  it  does  result  m  a  loss  which 
will  decrease  the  amount  of  the  funds  which  they  have  on  hand,  and 
which  otherwise  wiU  be  turned  back  mto  the  Treasurv  of  the  United 
States,  and  I  think  it  was  a  plan  devised  and  mtended  to  have  the 
effect  and  did  have  the  eflFect  of  securing  an  adequate  supply  of  sugar 
and  an  equitable  distribution  of  it  at  a  fair  and  equitable  pnce. 
That  i^  what  the  Sugar  Equilization  Board  was  for. 
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The  Chaibman.  If  it  is  proper,  then,  to  indemnify  these  people 
against  loss,  would  it  be  proper  to  indeooinify  everybody  else  ? 

The  ArroKiirErr  Gbneeal.  This  is,  not  an  indemnification  of  any- 
body against  loss.  It  is  the  assumption  of  the  Sugar  Equalization 
Board  of  a  transaction  which  it  might  have  initiated  or  if  it  did  not 
initiate  the  Presidfflit  might  have  Erected  it  to  initiate.  Indeed,  it 
is  a  very  close  question  whether  the  President  coidd  not  before  De- 
cember 31,  1920,  have  directed  them  to  take  it  over.   He  can  not  do 

it  now.  1  i 

The  Chairman.  Reference  has  been  made  to  the  fact  that  the 
Government  practically  took  over  the  wheat  of  the  country  at  half 
price.  Why  are  not  the  growers  of  wheat  entitled  to  indemnity  as 
much  as  the  sugar  people?  We  have  had  demwnds  made  upon  this 
committee  to  approve  such  a  resolution. 

The  Attoknbt  Gekebal.  If  anybody  imported  wheat  at  the  re- 
quest of  the  Government  and  sold  it  at  a  loss,  I  think  the  Government 

should  stand  behind  it. 

The  Chairman.  How  do  you  differentiate  between  the  unporters 
and  the  producers  of  food  product;  one  is  an  investmmt  as  much  as 

the  other,  is  it  not? 
The  Attorney  General.  Both  are  investments,  but  they  are  not 

parallel  cases.  ,  t.  , 

Mr.  Tincher.  They  are  parallel  to  this  extent.  General  Palmer: 
I  believe  it  was  yesterday  that  Mr.  Hoover  was  before  this  committee 
and  explained  this  proposition.  At  the  time  grain  minimum  price 
was  fixed  on  M  heat  by  Congress,  there  was  a  shortage  in  the  world  s 
supply  of  wheat,  iuufthe  Food  Administration,  being  apprised  of  the 
facts  "in  that  matter,  and  recognizing  the  emergency  that  existed, 
enforced  such  regulations  fixing  the  price  of  wheat  as  to  fix  a  maxi- 
mum price,  by  not  allomng  anyone  to  handle  wheat  except  on  license 
and  by  canceling  the  license  if  paid  beyond  a  certain  price,  which  was 
60  to "^70  cents  below  the  then  market  price  of  wheat;  and  not  only 
that,  but  the  war  activities  compelled  the  sale  of  the  wheat  by  the 
producer,  the  delivery  of  it,  even  to  the  extent  of  going,  through  then- 
organization,  and  getting  it,  if  the  farmer  did  not  bring  it  in. 

I  ilo  not  think  Mr.  Hoover  agi-eed  with  me  on  the  use  pf  the  word 
"confiscation"  fully,  but  it  really  amounted  to  confiscation  of  prop- 
erty for  the  public"  benefit.  It  at  least  amounted  to  a  confiscation 
of  70  cents  a  bushel  reduction  in  price.  Do  you  not  think  that  would 
be  a  fair  and  just  claim  and  obligation  to  consider,  growing  out  of  the 
war?  It  is  the  only  farm  product  that  was  handled  in  any  such 
way  or  which  the  necessity  rec^uired  to  be  handled  in  any  such  w*.v 

The  Attorney  General.  I  would  say  it  ought  to  be  considered  by 
the  Government,  but  I  do  not  see  that  it  is  parallel  to  this  case. 

Mr.  TiNCHER.  Let  me  give  you  an  example  of  how  it  is  parallel  to 
this  case.  The  law  did  not  fix  the  maxunum  price,  but  the  Govern- 
ment agency  enforced  a  maximum  price. 

The  Att(>rxey  General.  'They  were  authorized  by  law  to  do  so. 

Mr.  Tincher.  Thov  w(>nt  at  it  in  this  way:  The  Congress,  Mr. 
Hoover  very  frankly 'said  to  the  members  of  the  committee,  passed 
that  law,  he  understood  did  not  contemplate  at  the  time  they  passed 
the  law  permitting  him  to  fix  a  maximum  price,  but  he  justified  it  on 
account  oi  the  emergency.  And  I  am  not  arguing  that  question. 
But  a  man  who  bouglit  50,000  bushels  of  wlu^at,  and  he  knew  what 
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the  law  was  and  they  come  along  and  paid  him  S3  for  it,  which 
happened  in  many  instances  over  night:  they  fixefl  this  price  am 
made  him  sell  and  deliver  that  wheat  where  the  Government  told 
him  to  deliver  it,  and  took  of  of  what  he  paid  for  that  wheat  between 
60  and  70  cents  a  bushel.  Grain  dealers'  associations  all  over  the 
United  States  have  brought  those  showhigs  here  to  this  committee. 
Do  you  not  think  that  would  be  sort  of  a  parallel  case  of  obligation 
on  the  part  of  the  Government  ?  Of  course,  it  did  not  come  through 
your  department,  but  it  grew  out  of  the  Food  Administration. 

The  Attorney  General.  1  have  not  had  anythmg  to  do  with 
that,  and  I  am  not  familiar  with  the  history  of  it  or  the  facts  But 
it  looks  like,  under  your  statement,  somebody  sustamed  a  loss  by 
reason  of  a  Government  act:  that  is  true. 

Mr.  Tincher.  I  think  it  is  begging  the  question  lor  us  to  say  that 
this  is  different  from  an  appropriation,  because  if  it  is  just  for  the 
Government  to  pay  it  out  of  the  Sugar  Equdization  Board  s  fund, 
we  ought  to  pass  an  act  and  then  appropriate  to  pay  it,  don't  you 

think  so  ?  ,        i     o         t-  i 

The  Attorney  General.  Except  that  the  Sugar  Equixlization 

Board's  treasurv  is  filled  with  funds  which  grew  up  for  the  very 

purpose  of  doing  this  khid  of  thing:  that  is  what  it  was  for. 

Mr.  Tincher.  If  I  thought  as  much  of  your  argument  as  you  do,  1 
might  say  that  the  Grain  Corporation's  treasury  was  fiUed  tip  with  a 
lot  of  money.  I  think  their  savings  exceeded  those  of  the  Sugar 
EquaUzation  Board,  but  having  introduced  a  resolution  for  those 
men  when  they  were  here,  1  would  hardly  feel  justified  m  arguing  it 
was  different  from  taking  any  other  funds  that  ihe  Government 
owned  to  pay  the  claim  with.  ^Vhat  is  the  diflerence  whether  the 
Sugar  Equalization  Board  kept  $9,000,000  that  has  not  been  con- 
rSted  into  the  Treasury— what  is  the  difference  between  that  money 
and  the  $30,000,000  they  did  convert  hito  tlie  Treasury?  There  is 
not  any,  is  there?    It  all  belongs  to  the  Govenuuent.  does  it  not  ' 

The"ATroRNEY  General.  It  will  affect  the  balance  m  the  ireasurv 

Mr  Tincher.  It  belongs  to  the  I'nited  States  Government,  and  if 
we  pass  the  resolution  we  are  taking  Government  money  to  pa>^  this 
with  The  monev  belongs  to  our  Government,  and  it  would  only  be 
taking  it  b  v  a  little  diffewmt  route  than  it  would  b}  an  ordmar;, 

*^?S*Attorney  General.  Yes,  sir:  and  .v  ou  take  the  Government 
monev  to  pa>  aU  the  obligations  and  debts  of  the  Sugar  Equahzatiou 

Mr.  Tincher.  And  of  the  Gram  Corporation} 
The  Attoenbt  General.  Certainh  . 

Mr.  VoiGT.  General,  could  not  the  President  take  care  of  this  out 

of  his  emergency  fund  ?  ...      ,       i  1 1   ^  u 

The  Attoeney  General.  No,  sir;  it  is  not  available  to  him  m\ 

^'^^McKiNLEY.  General,  you  said  it  was  too  late  now  for  the 

President  to  direct  the  board.    Why  is  it  ?  ,  ,   ,  tv..f 

The  Attorney  General.  Because  the  McNar>  Act  stopped  that 
power  on  December  31,  1920,  under  its  teiins.  It  «^>%he  ma> 
authorize  and  direct  them  to  do  these  things  up  to  December  31, 1920. 
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Mr.  VoiGT.  General,  how  could  you  have  limited  these  people,  if 
I  a(n  hud  gotten  all  of  this  sugar  to  this  countr;> ,  to  a  profit  or  com- 

missioii  of  1  cent  a  pound? 

Tlio  Attorney  General.  By  the  fear  of  prosecution  for  profiteer- 
ing under  the  Lever  Act. 

Mr.  VoiGT.  I  am  informed  that  importers  of  sugar  were  not  limited 
to  1  cent  a  pound.  I  understand  tnat  they  could  buy  and  sell  at 
auv  price  they  could  get. 

^"hc  Attorney  General.  American  importers  in  this  market  ? 

Mr.  VoiGT.  One  of  these  gentlemen  here  this  morning,  whom  I 
take  is  conversant  with  the  sugar  trade,  made  that  statement  to  me. 

The  Attorney  Genehal.  If  any  American  dealer  had  bought 
sugar.  \.  I-  will  sa .  ,  Tor  10  coats  abroad  and  brought  it  hito  this  country 
and  sold  it  for  20  ctuits,  we  would  have  given  him  a  run  for  it  in  the 
courts. 

Mr.  V(^igt.  Suppose  he  had  sold  it  i'or  13  cents  (( 

The  Attorney  General.  If  it  had  been  a  fair  and  reasonable 
price,  v.e  would  not  and  could  not  have  touched  him. 

Mr.  VoKiT.  rhen  ^  ou  did  uot  mai;e  a  haril  and  fast  mle  limiting 
the  imp  n-ter  to  1  cc^nt  a  p,)uu(l  profit  '. 

The  Attop.ney  Genekai;.  I  do  not  know  how  far  that  rule  worked, 
but  if  the  deal  had  l)eeii  consummated  in  a  wa  that  \ye  coiild  show 
an  \inreasonable  profit  having  been  made  within  tln>  jurisdiction  of 
the  l  iiited  States,  we  could  convict  under  the  Lever  law.  I  do  not 
knon  whether  we  ever  had  a  test  case  on  importers;  I  do  not  recall 
that. 

Mr.  VoiGT.  I.can  not  understand  if  successive  (huilers  iji  sugar  were 
limited  to  a  profit  of  1  cent  a  pomul  how  the  retail  price  could  have 
gone  u})  to  30  cents  a  pound. 

The  Attorney  General.  Well,  it  was  hard  to  understand;  I  will 
admit  that.  That  w-as  the  reason  wm'  pursued  so  many  of  them  with 
indictment;  that  is  the  reason  we  tried  to  enforce  a  regulation  against 
sales  w  ithin  the  trade.  There  were  cases— undoubtedly  there  were 
manv.  manv  sales  of  the  same  sugar  over  and  over  again,  within  the 
trade,  and  each  fellow  took  his  profit  out.  That  w  as  before  sve  tried 
to  enforce  the  regulation  of  selling  w  ithiii  the  trade. 

Mr.  Purnell.  The  price  in  Louisiana  affected  it  materially,  did  it 
not,  General  ? 

The  Attorney  General.  I  think  the  action  of  the  departmcJit  ni 
regard  to  Louisiana  sugar  had  a  good  deal  to  do  iji  kecinng  the  price 
down.  You  have  heard  me  on  that  subject  before.  It  woukl  have 
been  verv  much  worse  if  we  had  not  done  what  we  did. 

The  Chair-nlvn.  The  suggestioji  has  been  made  that  the  loss  be 
made  good  because  of  the  inability  of  the  Government  to  lift  the 
embargo. 

The  Attorney  Generai>.  That  was  really  what  caused  the  loss — 
the  failure  to  get  the  sugar  out  of  tlie  Argentine. 

The  Chairman.  How  do  you  find  it  possible  to  cojitend  that  tiie 
Govenmient  should  be  held  liable  for  all  the  acts  of  any  of  its  depart- 
ments or  any  employees  of  the  departments  who  fail  to  carry  out 
certain  arrangements? 

The  Attorney  General.  If  without  any  fault  of  either  the  Gov- 
a:mnent  authorities  or  the  persons  with  whom  they  are  dealing,  an 
arrangemeiit  failed  which  resulted  in  a  loss  to  the  parties  with  whom 
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the  Government  was  dealing,  I  think  that  equity  rec^uires  that  the 
Government  should  protect  them. 

The  Chairman.  That  is,  if  the  Government  had  entered  mto  a 

contract?  ,    ^  ^  t.   i  « 

The  Attorney  General.  Ol  course,  if  the  Government  had  en- 
tered into  a  contract  which  guaranteed  these  people  agamst  loss, 
thev  probably  v  ould  not  have  to  come  to  Congress  to  get  the  money. 

The  Chairman.  No.  ,  ,r 

Mr.  McLaughlin  of  Michigan.  Yesterday,  when  Mr.  Glasgow  was 
here,  some  wav  I  got  the  impression  that  the  Department  of  Justice 
took' over  the  "Sugar  Equalization  Board.       ,  /  j    -.^  i 

The  Attorney  General.  I  do  not  think  Mr.  Glasgow  admitted 

**^Mr  McLaughlin  of  Michigan.  He  said  the  Department  of  Justice 
never  took  over  the  Sugar  Equalization  Board;  that  they  had  nothing 
to  do  with  it  at  all,  but  that  the  President  did  direct  the  Department 
of  Justice,  under  authoritv  he  had  from  (\)iigress,  to  take  over  the 
Sugar  Equalization  Board,  and  I  asked  him  if  that  was  in  wTitmg,  and 
he  continued  and  said:  "T  say  the  authority  was  by  act  of  Congress, 
which  gave  the  President  the  right  to  direct  the  Department  of  Justice 
to  assume  the  duties  of  the  Food  Administration,  and  tn/'t  ^^"t" 
inefrom  the  President  to  the  Department  of  Justice;  and  the  Uepart- 
^nt  of  Justice  having  been  designated  by  the  President  under  the 
authority  of  law  to  assume  the  duties  of  the  Food  Administration,  and 
sugar  was  one  of  the  necessities  and  therefore  came  under  his  juris- 
diction under  that  authoritv,  that  he  had  nothing  to  do  with  sugar. 
And  Mr.  McKinlev  asked  why  he  could  do  it  by  running  the  Sugar 
Board,  and  Mr.  Gl^gow  said,   If  you  wish  me  to  answer  that,  1  would 
say,  why,  he  could  not;  that  is  what  we  think. 

The  Attorney  General.  Who  does  he  mean,  the  President « 
Mr.  McLaughlin  of  Michigan.  Yes. 

The  Attorney  General.  That  the.  President  could  not  run  the 

^Ifo.  McLaughlin  of  Michigan.  Why  he  could  do  it  bv  running  the 
suS^-he  could  not  do  it  under  the  authority  he  had  given  t^  the 
lM)artment  of  Justice.  The  Department  of  Justice  could  not  run  it 
and  the  President  could  not  run  it  under  that  authority. 

The  Attorney  General.  The  President  under  sec  ion  2  of  he 
Lever  law  c6uld  use  any  agency  he  saw  fit,  and  he  ^-^jjld  contro  the 
Sugar  Board  absolutely  because  he  was  the  sole  stockholder  (^f  it. 

£  McKiNLEY.  could  he  not,  if  he  had  this  power  under  sec- 
tion 2.  use  the  Sugar  Board  last  April  ?  ,.41  T 

The  Attorney  General.  He  could  have  done  so  last  April.  I  said 
that  in  my  statement.  He  could  have  done  so,  but  he  just  did  not. 
If  he  had  It  that  time  directed  the  Sugar  Board  to  take  over  his  plan 
which  he  could  have  done  and  they  would  have  had  to  do  «.nd  thej 
sav  they  would  have  done  it,  this  loss  would  have  resulted  to  the 

""T:  MclIughlin  of  Michigan.  It  occurs  to  me  that  the  Depart j 
ment  of  Justi(ye  is  exceeding  its  authority  m  making—well,  the>  did 
noT  nake  a  contract,  but  m  the  transactions  earned  on  with  these 
drt^e'nt  P^^^^^^^^^^  there  is  a  good  deal  <>f  evidence  th^  acted 
believing  that  the  department  had  authority,  and  theu-  entu-e  tian* 
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action  was  considerably  embarrassed  by  the  act  of  the  Department  of 
Justice  and  the  State  Department^  and  altogether  the  question  is 
whether  the  Government  is  morally  l>ound  to  save  these  outside 
parties  from  loss  resulting  from  direction  by  the  department  and 
mterference  ])y  the  department  with  their  transactions  and  oppor- 
tunities which  they  might  have  had  to  make  themselves  whole. 

I  am  a  great  believer  in  the  idea  that  the  Government  ought  not  to 
ask  individuals  to  lose  money  on  account  of  any  failure  the  Govern- 
ment is  guilty  of.  I  think  the  Government  ought  to  observe  every 
moral  obligation  just  as  strictly,  and  even  more  so,  than  legal  obliga-^ 
tions.  I  am  quite  in  sympathy  with  this  resolution  before  this  com- 
mittee, although  I  admit  I  am  not  able  to  learn  very  much  about 
what  actually  took  place  in  the  Department  of  Justice. 

Mr.  HuLiNGs.  Mr.  Chairman,  is  there  anybody  anywhere  who  can 
show  us  how  much  profit  thaoe  people  made  oxi  &^  5^000  tons  that 
they  did  handle  ? 

The  Chairman.  I  believe  not.  But  I  believe  that  parties  cm 
testify  to  that.    1  do  not  recall  any  such  evidence  yet. 

The  Attorney  General.  The  resolution  contemplates  they  shall 
make  no  proht  on  the  transaction  from  tiie  b^iEmmgy  or  any  part 
of  it. 

The  CHAmiCAN.  If  they  are  entitled  to  the  loss,  they  are  entitled 
to  the  profit  as  well  as  their  loss. 

The  Attorney  GENSBAii.  Of  course,  if  they  have  to  suffer  Hxe 
loss  ther  will  take  the  profit. 

The  QBtAiBMAN.  We  have  all  had  experience  in  Congress,  and  we 
know  part  payment  may  come  up  for  lurther  payment.  Mr.  Lever 
stated  on  the  floor  that  one  bill  had  been  paid  three  times.  Is  this  a 
forerunner  of  what  is  coming,  and  is  this  to  open  the  floodgates  in 
this  country? 

The  Attorney  General.  It  would  be  perfectly  unconscionable  to 
have  this  transaction  taken  over  by  the  Sugar  Board  and  then  a 
daim  made  of  profits  on  the  5,000  tons  disposed  of.  They  have  no 
such  piu'pose,  of  course. 

The  Chairman.  I  have  a  good  deal  of  sympathy  with  these  people 
and  would  like  to  see  something  done  for  them,  but  I  am  afraid  that 
this  will  be  a  furerunner  and  will  open  the  floodgates^  and  instead 
of  miUions  it  wHl  he  billions  before  we  get  through. 

Mr.  McLaughlin  of  Michigan.  Only  one  question  further:  This 
resolution  says  that  the  Presment  is  authorized  to  require  the  Sugar 
Equalization  Board,  etc.  The  McNary  act  authorized  the  President 
to  require  the  Sugar  Eoualization  Boud  to  do  so  and  so;  but  the 
Presiaent  did  not  act.  This  is  the  form  in  which  these  inatters  are 
always  put  through.  We  never  re^^uire  or  demand  the  President  to  do 
anytning.  We  authorize  the  President;  we  command  others,  but  not 
tihe  President.  What  assurance  have  we  that  if  this  passed,  General^ 
in  the  form  ^e  McNary  biU  was  passed  authorizing  the  President  to 
act,  that  he  will  act? 

TheATTOBNEY  General.  I  do  not  know  that  you  would  have 
any,  except  the  fact  that  this  is  a  joint  resolution  and  can  not  become 
a  law  without  the  signature  of  the  President,  and  I  should  think  if  he 
would  sign  the  joint  resolution  authorizing  him  to  do  this  thing  he 
would  carry  it  out. 
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Mr.  McLaughlin  of  MichigMi.  He  signed  the  McNary  bill  ? 

The  Attorney  Obnbral.  Yes,  but  I  have  explained  that  the 
McNary  bill  only  gave  him  the  ri^t  to  do  it  up  to  Decendber  31,  1920. 

The  Chairman.  That  is  because  we  limited  it  to  that  one  partacular 
crop;  it  was  not  necessary  to  extend  it  beyond  tiiat  date. 

The  Attorney  General.  Oh,  no;  that  is  true, 

Mr.  McLai  ghltx  of  Michigan.  Would  it  be  proper  to  have  this 
resolution  run  directly  to  the  Sugar  Equalization  Board,  and  say 
nothing  about  the  President,  directing  the  Sugar  Equalization  Boaid 

to  do  so  and  so  ?  ^      ,         »r  x  i-v 

The  Attorney  General.  The  Sugar  Board,  Mr.  McLaugh^,  is, 
after  all,  the  President  s  creature.  The  Sugar  Equalization  Board 
is  not  mentioned  in  the  law  at  all;  it  was  a  corporation  formed  by  the 
President  under  tlie  power  given  to  him  to  use  any  agency  he  saw  fit, 
and  ho  issued  an  Executive  order  that  the  corporation  should  be 
formed,  and  he  became  the  sole  stockholder  of  it.  If  you  direct  the 
Sugar  Equahzation  Board  to  do  it,  I  suppose  it  would  have  the  sapae 
effect.  You  have  got  to  have  the  President's  approval  anyhow.  The 
President  has  got  to  approve  the  bill,  and  it  does  not  seem  to  me  it 
would  make  much  difference  which  way  that  is  done. 

Mr.  PuRNELL.  What  do  vou  sav  to  the  proposition.  General,  that 
a  greater  loss  wil!  be  suffered  now  if  this  resolution  is  passed  than 
would  have  been  suffered  if  the  board  had  been  authonised  by  the 
President  months  ago  to  take  over  the  transaction? 

The  Attorney  General.  That  would  not  be  so;  that  would  not 
be  true,  because  the  Sugar  Equahzation  Board  was  unwilhng  to  take 
over  the  transaction.  If  the  President  Jiad  authorized  it  at  the  hym- 
ning, that  is,  in  April  or  Mav,  1920,  and  the  Sugar  Equahzation  Board 
had  had  the  transaction  from  the  begininng,  they  might  have  dis- 
posed of  this  matter  when  the  loss  would  be  less  than  now. 

Mr.  PuRXELL.  That  is  what  I  meant. 

The  Attorney  General.  Certainly,  that  would  be  true,  but  that 
the  difficulty  is  inherent  in  the  situation.  I  do  not  see  any  way  to 
avoid  that  consequence. 

The  (  HA]  KM  AX.  We  are  very  grateful  to  you,  General  Palmer.  We 

will  now  hear  Mx.  Post. 

STATEMENT  OF  MR.  JAMES  H.  POST,  OF  B.  H.  HOWEIL,  SOT 

&  CO..  NEW  YOEK  CITY,  N.  Y. 

The  Chairman.  Please  state  your  name  and  business.       ^  _  „ 

Mr,  Post.  Mv  name  is  J.  H.  Post;  partiier  in  the  ftrm  of  B.  H. 
HoweU,  Son  & 'Co.,  sugar  commission  merchants  of  New  \ork.  _ 

The  subject  has-been  so  fully  covered  that  I  hesitate  abcmt  taking 
any  of  your  time  to  go  over  the  details,  I'.ut  if  you  would  hke  to  ask 
me  any  questions  I  would  be  very  glad  to  try  to  answer  them. 

Mr.  PuRNELL.  I  would  like  to  ask  a  question  as  to  what  net  proht 
was  made  on  the  5,000  tons? 

Mr.  Post.  It  was  so*d  at  2  cents  a  pound  above  the  cost,  accordmg 
to  that  agreement,  a  part  of  which  has  been  paid  for.  There  wdl  be 
no  profit  in  it,  because  we  ai-e  very  wiUing  to  give  up  the  profit  and  aU 

expenses.  .  ^ 

Mi\  PuRXELL.  I  understand  you  are  wUhiig  to  give  up  your  protit 
on  that  provided  this  resolution  passes,  but,  hrespei  tive  of  this 
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resolution,  I  do  not  understand  what  profit  has  been  made  up  to  this 
time  on  the  sales  made. 

Mr.  Post.  There  has  been  very  little  actual  profit.  The  sugar  was 
sold  at  21.30,  according  to  the  department's  instructipns  as  issued  at 
that  time.  Some  of  the  people  had  taken  the  sugar;  some  of  them, 
had  not  taken  it;  some  of  them  have  not  been  able  to  pay  for  that, 
but  that,  of  course,  We  have  guaranteed.  Out  cf  this  1  cent  a  pound 
we  had,  we  had  to  bear  all  the  expenses  of  the  distributing:  we  guar- 
anteed the  credit,  and  unfortunately  the  collape  in  the  sugar  market 
has  made  it  impossible  for  some  people  to  take  the  sugar  or  pay  for 
it.    But  that  does  not  enter  into  this. 

Ml .  Tt  RXELL.  It  enters  into  it  very  miaterially,  it  seems  to  me. 

Mr.  Post.  There  is  possibly  a  thousand  tens  in  that  respect. 

Mr.  ^'oT^TT.  You  would  be 'willing  to  have  this  matter  adjusted  on 
the  ])asis  of  2  cents  a  pound? 

Mr.  Post.  One  cent  a  pound  was  our  profit,  and  out  of  that  we 
were  forced  to  pay  all  the  expenses  and  taxes  and  everything  in  con- 
nection Vv'ith  it.  V  J 

Mr.  VoTGT.  T  understand  that  the  American  Trading  Co.  has  made 

a  cent  a  pound  also  ? 

Mr.  Post.  Yes :  less  expense,  etc. :  I  suppose  there  is  about  a  quarter 
of  a  cent  net  nei'  prund  profit  in  it.  It  seems  to  me  very  little,  and 
we  would  net  liave  undertaken  it  except  as  a  sense  of  duty,  and  we 
are  on  record  in  that  regard.  We  did  not  want  to  take  it,  but  did 
seem  at  the  time  that  it  would  be  helpful.  .The  Cuban  crop  was 
only  supposed  to  be  8,000,000  tons  at  that  time.  Prices  were  ad- 
vancing very  rapidlv.  The  price  did  attract  sugar  here  from  Java, 
Chechoslovakia,  and  from  all  over,  and  that  is  what  broke  the  market. 
Grocers  bought  it  and  the  refiners  bought  it. 

Mr.  VoiGT.  Did  ycu  not  sell  this  5,000  on  the  basis  of  making  a 
cent  a  pound  net? 

Mr.  Post.  That  was  added  into  the  price  of  21  cents, 

Mr.  VoiGT.  Twenty-one  cents  net,  or  less  expenses? 

Mr.  Post.  Our  expenses  had  to  come  out  of  that. 

Mr.  PuRXELL.  What  was  said,  if  any  thing,  about  any  loss  which 

you  might  suffer  i 

Mr.  Post.  It  did  not  occur  that  thei'o  would  have  been  any  loss 
possible,  and  there  would  not  have  been  if  the  export  license  had 
been  secured  promptly.  The  grocers  were  ready  for  it,  as  were  also 
the  canners  and  manufacturers,  and  they  had  been  asking  the  de- 
partment to  secure  the  sugar  for  them. 

Mr.  RiDDiCK.  As  an  experienced  busiiu^ss  man,  do  >  ou  not  know 
that  where  there  was  room  for  profit  there  might  also  be  room  for 
loss  ? 

Mr.  Post.  It  seemed  to  he'so  well  protected  from  the  fact  that  there 
were  so  man  v  who  were  so  glad  to  take  it  

Mr.  RiDDicK.  Is  it  not  a  well-known  busin(^ss  axiom  that  where 
there  is  room  for  pn  fit  th(^rt^  might  also  be  room  for  loss? 

Mr.  Post.  It  did  not  occur  to  us  in  this  case,  and  we  thought  we 
would  surely  get  expenses  at  least  in  dcing  the  business. 

Mr.  RiDDiCK.  I  can  not  see  how  an  exi)erienced  business  man 
would  look  at  a  matter  as  having  no  possibilitv  of  a  loss. 
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Mr.  Post.  The  way  to  put  it  is  that  we  could  see  no  possibihty  of 
a  loss,  but  something  occurred  that  shows  that  we  acted  on  our 
judgment  and  there  was  a  loss, 

Mr.  McLaughlin  of  Michigan.  Who  did  the  purchasing  of  the 
sugar  in  Argentine  ? 

Mr.  Post.  The  American  Trading  Co.  and  their  representatives  in 

Argentine. 

Mr.  VoiGT.  Did  you  need  a  Government  license  in  order  to  purchase 
sugar?  .  ^ 

Mr.  Post.  All  the  sugar  merchants  say  we  did  not  need  anv  addi- 
tional license  to  purchase  sugar  abroad,  and  we  so  understand  it. 

Mr.  Voigt.  But  was  any  license  necessary  in  order  to  import  sugar  ? 

Mr.  Post.  I  think  that  it  would  have  been  interpreted  that  way, 
that  all  the  sugar  merchants  were  under  licenses,  not  licensed,  but 
had  been  for  several  years  past. 

Mr.  Voigt.  While  you  were  under  license,  did  you  always  take  a 
cent  a  pound  profit  on  sugar  that  you  sold? 

Mr.  Post.  This  is  the  only  transaction  we  have  ever  made  in 
sugar  for  our  own  account.  'We  represent  the  sugar  producers  and 
the  sugar  refiners,  and  therefore  we  never  buy  or  sell  sugar  for  our 
own  account.  We  did  this  at  the  request  of  the  D^artment  of 
Justice,  and  we  agreed  to  distribute  it  as  they  might  Arect.  That 
is  all  a  matter  of  record. 

Mr.  McKiNLEY.  Would  it  not  be  well,  Mr.  Post,  to  put  m  the 
record  that  the  Government  used  two  agencies — ^that  it  used  the 
agenc>  of  llu^  American  Trading  Co.  to  buy  and  you  to  sell? 

Mr.  Post.  Yes,  sir;  it  is  in  the  record. 

Mr.  TiN(  UKK.  And  each  were  paid  the  cent? 

Mr.  Post.  Yes^  sir. 

Mr.  TixcuEK.  That  meant  2  cents? 

Mr.  Post.  Yes,  sir. 

The  Chaikman.  Is  that  the  agreement  with  the  Department  of 

Justice  ? 

Mr.  Post.  We  left  it  with  them  to  say. 

The  Chairman.  It  has  been  stated  that  it  was  1  cent  a  pound|  but 
it  now  develops  that  it  was  2  cents  a  pound. 

Mr.  Post.  Call  it  commission  or  profit — it  was  stated  by  the 
department  that  each  party  was  to  have  1  cent  a  poimd  for  their 
services. 

The  Chairman.  Then  that  is  2  cents  a  pound  profit  mstead  of  1 

cent? 

Mr.  Post.  Our  particular  profit  Avas  1  cent- 
Mr.  PuRNELL.  Could  not  one  of  these  concerns  have  handled  the 

transaction  in  full  and  made  that  saving  i 

Mr.  Post.  The  .Vmerican  Trading  Co.  are  importers  and  exporters, 

and  we  are  distributoi-s  for  the  diflerent  companies  which  we  repr^ 

sent. 

Mr.  PuRNELL.  And  they  could  not  distribute  the  sugar? 

Mr.  Post.  Not  so  well. 

Mr.  PuRNELL.  Did  you  get  those  channels  of  distribution  from  the 

Department  of  Justice? 

Mr.  Post.  Thev  suggested  the  names.  We  had  all  the  channels 
for  distributing.  ^  We  sell  about  3,000,000  barrels  of  refined  sugar 
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everj'  year  through  our  oflBlce.  We  are  next  to  the  largest  distributors 
of  refined  sugar  m  the  country. 

Mr.  PuRNELT..  This  is  not  a  good  grade  of  sugar? 

Mr.  Post.  No;  it  was  not  equal  to  the  American  granulated,  but 
it  was  a  high  grade,  testing  98  to  98^. 

Mr.  Ptjbnell.  You  would  have  had  to  refine  it  ? 

Mr.  Post.  It  could  be  used  in  the  way  it  came  here  for  preserymg 
and  canning  and  various  manufacturing  purposes.  At  that  time, 
of  course,  they  could  use  it  on  their  tables,  because  sugar  was  very 

scarce.  ,  ^  ^  ^, 

Mr.  PuBNELL.  What  would  that  sugar  be  worth  if  put  on  the 

market  now  just  as  it  is  ? 

Mr.  Post.  About  6i  to  7  cents. 

Mr.  PuBNELL.  What  was  the  price  paid  for  it  ? 

Mr.  Post.  It  averaged^  I  think,  about  13^  cents.  It  was  bought 
at  various  prices  at  interior  jjoints  in  Argentine. 

Mr.  PuRNELL.  Laid  down  in  New  York  it  cost  21.31  ? 

Mr.  Post.  Yes,  sir;  this  is  included  in  the  2  cents.  We  submitted 
the  schedule  to  the  Department  of  Justice,  and  they  approved  it  all 

the  way  through.  ,    .    i  t. 

Mr.  McKiNLEY.  Mr.  Post,  will  you  not  make  it  clear  whether  you 
made  a  cent  profit  or  whether  out  of  the  cent  came  certain  expenses, 
and,  if  so,  what  percentage  of  the  cent  went  to  expenses? 

Mr.  Post.  It     hard  to  figure  exactlv.    We  have  a  very  large  or-*^ 
ganizatioti,  and,  of  course,  we  paid  all  tne  expenses.    We  expected  to 
pay  the  Government  excess-profit  tax,  if  there  was  any,  so  that  it 
broucrht  it  down,  I  suppose,  to  about  a  half  cent  a  pound,  possibly. 

^h.  Rii>mcK.  You  said  a  quarter  cent  a  few  minutes  ago.  I  think 
you  have  not  made  that  clear;  you  have  not,  at  least,  to  me. 

Mr.  Post.  I  can  not  figure  it  exactly. 

:Mr.  RiDDicK.  There  is  quite  a  difference  between  a  cent,  a  half,  and 

a  quarter.  .  . 

■Mr.  TiNTHER.  You  have  stenographers  and  you  have  an  organiza- 
tion, clerks,  etc.,  to  whom  you  pay  salaries? 

Ih,  Post.  Yes,  sir.  • 

Mr.  TiNC  HER.  And  then  you  cont^plate  paying  the  Government 

excess  prolit  ? 

Mr.  I'osT.  We  hope  to.  ,       i         j  ^ 

Mr.  TixcHEK.  And,  of  course,  when  you  get  through  you  do  not 
evpect  to  have  over  a  quarter  or  a  half  cent  profit? 

Mr.  Post.  That  is  it.  ^.         ^  . 

Mr.  Lai  GiiLiN  of  Michigan.  Your  contract  was  to  distnbute  the 
sugar  throughout  the  country.  You  say  you  are  not  able  to  force 
them  to  take  the  sugar? 

Mr.  Post.  In  a  few  cases  they  are  not  able  to  take  the  sugar.  Ine 
Department  of  Justice  was  overwhehned  with  appeals  for  sugar  from 
some  source,  and  they  came  to  New  York  to  the  refiners,  canners,  and 
preservers. 

Mr.  Tin  CHER.  Those  contracts  are  still  m  force  between  your  people 
and  the  people  throughout  the  country?  ^ 
Mr.   Post.  Yes. 

Mr.  Tin  CHER.  Are  any  of  them  enforceable? 
Mr.  Post.  We  think  they  are;  yes,  sir. 
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Mr.  Tin  CHER.  that  to  be  taken  into  consideration  if  this  resolu- 
tion should  become  \^\v  (  ' 

Ml  .  Post.  Ye:  ;  I  ^  iiould  think  they  would  try  to  enforce  those 
contracts.  j 

Mr.  M(  KiM  EY .  ]  do  not  nnders'tand  that  any  part  of  the  9,000  tons 
have  been  ^ohl  on  such  contracts,  but  that  5,000  tons  have  been  dis- 
posed of  and  has  nil  gone  out  ? 

Mr.  Post.  It  has  not  all  gone  out;  there  is  some  of  it  in  bonded 
warehouses.  j 

The  Attorney  Genekal.  There  are  9,000  tons  to  be  disposed  of? 

Mr.  Post.  Yes.  ^  ir.  ' 

Mr.  PuKNELn.  For  the  surplus  left  there  has  been  no  contract? 
Mr.  Post.  No,  sir.  • 

Mr.  TiNCHER.  I  want  to  follow  I'his  profit  up  just  one  step  further. 
The  1  cent  is  what  is  ordinarily  temied  the  net  profit  ? 

Mr.  Post.  It  has  varied.  During  the  last  year  there  have  been 
different  conditions. 

Mr.  TiNCHEK.  I  understand  the  profit  of  1  cent  you  said  was  not 
all  net.  You  ofi'set  as  against  that  the  expenses  of  continuing  your 
organization  or  continuing  your  business  and  excess-profit  tax,  but 
in  the  ordinary  business  transactions,  buying  and  selling  sugar,  that 
would  be  considered  as  1-cent  proi^t  ? 

Mr.  Post.  Yes,  sir. 

Mr.  McKiNLEY.  Would  it  be  1-cent  profit  or  a  commission? 
Mr.  Post.  We  called  it  commission;  that  is  what  they  a^-^igned 
it  to  us  at, 

Mr.  McKiNLEY.  Profit  is  sometjhing  you  make,  is  it  not?  [No 
response.] 

Mr.  VoioT.  Would  you  be  willing,  if  this  resolution  should  pass, 
to  credit  the  Sugar  Equalization  Board  with  2  cents  a  pound  on  the 
5,000  tons  that  you  have  disposed  of? 

Mr.  Post.  I  am  sure  we  would  be;  yes,  sir. 

The  Chairman.  What  was  th^  amount  that  was  unported  al- 
together— the  total  ? 

Mr.  Post.  Thirteen  thousand  ^e  hundred  and  two  tons,  1  be- 
lieve it  was.  / 

The  Chairman.  And  5,000  tons  have  been  sold  i 

Mr.  Post.  Yes,  sir;  about  5,000  tons. 

The  Chairman.  Leaving  8,903  tons  unsold? 

Mr.  Post.  Yes,  sir. 

The  Chairman.  You  would  deduct  5,000  from  13,902  and  then 
^pect  the  Government  to  pay  the  loss  on  the  remaining  8,902  tons? 
The  Attorney  General.  No. 

The  Chairman.  Let  us  find,  out.  Is  that  what  the  Attorney 
General  suggested  ? 

The  Attorney  General.  Oh,  no;  Mr.  Chairman. 

The  Chairman.  I  might  say,  less  the  profit  made  on  the  5,000. 

The  Attorney  General.  Th^tt  is  just  taking  over  the  entiie 
transaction  from  the  beginning. 

The  Chairman.  Are  we  to  be  held  responsible  for  bad  bargama 
made  in  tiie  past  and  take  over  everything  ? 

The  Attoknby  General.  The  5,000  tons  was  not  a  bad  bargain^ 
that  ia  to  your  advantage.  | 
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The  Chairman.  The  loss  on  the  5,000  tons  which  have  been  soldf 
The  Attorney  General-  No,  no|;  there  is  no  loss  on  that. 
The  CHAiKAfAX.  Is  the  5,000  tons;  to  be  eliminated  entirelj^? 
Mr.  Post,  It  will  be  accounted  for  in  the  transaction  with  the 
Sugar  Equalization  Boiu*d.  1 
The  Chairman.  The  profit  on  5,000  tons  will  be  credited  on  this 

loss?  .  I 

Mr.  Post.  It  is  to  be  credited.  | 

The  Chairman.  Is  it  2  cents  a  pound  or  1  cent  a  pound,  or  what? 

Mr.  Post.  I  understood  we  woul^  not  take  any  profit  or  commis- 
sion; we  give  all  our  services  and  our  expenses,  and  this  would  be 
credited  to  the  Sugar  Equalization  Bowd. 

The  Chairman.  Then,  what  will  ^e  profit  be  on  the  5,000  tons  ? 

Mr.  Post.  About  $200,000. 

The  Chairman.  You  would  dedujot  $200,000  ? 

Mr.  Post.  Yes,  sir. 

The  Chairman.  From  the  net  losfes  on  the  8,902  tons? 
1^.  Post.  Oa  the  whole  transaction. 

The  Chairman.  Well,  whole  ti  ansaction" — the  other  part  has 
been  disposed  of? 

Mr.  Post.  Yes,  sir.  ,  i  *  „ 

The  Chairman.  And  there  are  oiily  8,902  tons  left? 

Mv.  Post.  Yes,  sir;  that  is  all.  i_ 

The  Chapman.  You  would  dispense  of  the  8,902  tons  and  whatever 
the  loss  incurred  would  be  made  good  by  the  GovemmOTit  ? 

Mr.  Post.  By  the  Equalization  Board. 

The  Chairman.  It  is  the  same  tt|ing? 

Mr.  Post.  Yes,  sir.  I   ,     ,  ,       ,  ,  ,  • 

The  Chairman.  So  $200,000  is  tb  be  deducted  from  the  loss  m- 

curred  hereafter.   Is  that  nght?  I 

Mr.  Post.  Yes,  sir.  -       -   xi.  x  o 

The  Chairman.  Do  the  other  gen  thmen  acqmesce  m  thati 
Mr  Frankun.  Yes,  sir;  all  the  profits  in  our  transaction  go  on 
the  sale  of  the  5,000  tons— are  to  go  t^o  the  Sugar  EquaUzation  Board, 
and  the  transaction  turned  over  to  them.   The  transaction  is  treated 

as  a  whole;  there  is  no  profit.  ,  r       i  -  i_ 

The  profit  on  that  transaction,  whatever  it  may  be  which  we 
estimate  will  be  nearly  $200,000,  will  be  turned  over  to  the  Sugar 

Equalization  Board.  ^    i  i-     x         x-  j  i. 

The  CiiAiKMAN.  I  asked  Mr.  Post  the  durect  question,  and  he 

answered  ? 

Mr.  Feaxklin.  Yes,  sir.  I  . 

The  Chairman.  And  you  all  acqjiesce  if  the  $200,000  is  to  be 
deducted  from  the  loss  on  the  8,902  tons  ? 

Mr.  Franklin.  Quite  right.  I  x  u 

Mr  Tin  CHER.  Before  the  hearing  closes,  I  want  the  record  to  show 
that  at  the  time  I  wa^  questionmg  General  PahnOT,  I  did  not  Imow  of 
any  arrangement  for  a  2-cent  profit,  or  of  a  double  1-cent  profit,  and 
I  did  not  so  understand  it;  and  hendp  mv  questions  concenung  the 
1-cent  profit  and  the  amount  of  money  I  had  figured  out  would  be 
the  profit  on  the  1  cent  are  maccura^  for  the  reason  that  I  have 
since  learned  from  this  witness  that  the  profit  is  2  cents,  or  two 
1-cent  profits.  | 
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The  Attorney  General.  I  thought  we  aU  understood  that,  that 
each  of  these  parties  had  the  l-c^ent  profit.    I  thought  that  had  been 

made  clear. 

lsh\  TiNCHER.  I  did  not  understand  it  at  the  tune,  and  I  did  not 
know  that  there  was  a  2-cent  pirofit  until  this  witness  so  stated. 

The  CiiAiRiMAN.  I  understood  there  was  to  be  1  cent  profit  each — 
one  is  a  foreign  and  one  a  domeistic  corporation? 

Mr.  Post.  No,  sir;  both  are  foreign  representatives,  but  they 
have  representatives  in  Ai^entine  who  purchased  this  sugar. 

The  Chairman.  All  profits  are  to  be  limited  to  1  cent  each.  The 
Attorney  General  has  made  it  clear. 

Mv.  Post.  They  would  have  a  fair  margin  of  j)rofit,  and  that  price 
varied  from  2  to  3  and  4  cents  a  pound;  it  varied  with  the  market 
conditions,  from  people  who  irQported  sugar. 

The  Chairman.,  Why  were  the  importers  allowed  an  additional 
profit  ? 

Mr.  Post.  Because  they  went  all  over  the  world  and  bought  this 
sugar  and  brought  it  here. 

The  CHAraMAN.  When  we  speak  of  net  profit,  it  does  not  make  any 
difference  where  you  got  it. 

Mr.  Post.  The  market  kept  advancing  from  time  to  time,  and  they 
were  able  to  get  a  profit  on  part  of  the  business,  and  that  will  be 

allowed  as  a  credit. 

The  Chairman.  Whether  100  per  cent  or  1  per  cent,^  the  net 
would  be  the  same.    Why  was  that  discrimination  between  the  two? 

Mr.'  Post.  I  do  not  know  the  way  it  was  interpreted.  I  suppose 
the  law  was  interpreted  that  way.  We  have  never  imported  any 
sugar. 

The  Chairman.  I  understand  you  are  familiar  with  the  regulations 
made.  I  am  not  questioning  it:  I  am  simply  trying  to  get  informa- 
tion as  to  why  the  discrimination  was  made.  There  may  be  some 
good  reason  for  it. 

Mr.  Franklin.  As  a  general  importer  and  exporter,  I  can  just  say 
that  the  reasons  for  that  are  these,  that  in  buying  sugar  from  foreign 
countries  it  is  necessary  to  take  a  credit  risk  in  those  foreign  countries 
from  w^hom  vou  buy;  and  you  guarantee  to  deliver  here.  You 
guarantee  nc^t  only  to  deliver 'here,  but  you  guarantee  to  deliver  at  a 
specific  time.  You  take  the  risk  of  transportation  from  the  inland; 
you  take  the  credit  risk;  you  take  the  risk  of  ocean  transportation; 
and  you  take  the  risk  of  no  delay,  insurance,  and  so  on  in  getting  the 
commodities  in. 

The  Chairman.  Do  you  insure? 

Mr.  Franklin,  Yes,  sir. 

The  Chairman.  So  that  is  added  to  the  cost  ? 

Mr.  Franklin.  Yes,  sir.  I  am  talking  about  the  general  ini]>ort- 
ing  busuiess  now  as  to  why  there  is  a  larger  profit  usually  allowed  by 
not  only  the  Govenimen't,  but  I  mean  it  is  recognized  as  proper 
profit  m  a  commercial  sense,  and  in  that  way  there  was  prol)ably  a 
larger  profit  obtained  for  importers  than  for  the  ordinary  man  who 
sells  sugar  in  the  United  States  from  one  nerson  to  an()tluM\ 

The  Chairman,  The  importations,  I  take  it,  were  in  large  quanti- 
ties, and  where  the  expense  of  insurance  is  mcluded,  it  would  amount 
to  the  same? 
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Mr.  Franklin.  Mr.  Chairman,  you  can  not  insure  all  the  risk  you 
take.  You  can  not  insure  against  the  man  for  whom  you  are  pur- 
chasing and  the  failure  of  that.  You  can  not  insure  against  the  ship- 
ment arriving  doAvn  at  the  port  by  the  time  the  boat  is  going  to  get 
there.    You  can  not  insure  a  great  many  risks. 

The  Chairman.  Up  to  what  percentage  does  the  instance  carry? 

Mr.  Franklin,  The  marine  msurance  will  carry  jon  to  the  full 
extent  of  insurance  after  you  get  it  on  the  boat,  as  agaiiist  loss  on  the 
boat,  hut  you  can  not  insure  all  the  other  risks  in  the  business. 

The  Chairman.  The  regulation  allowed  a  larger  profit  to  the  im- 
porter than  to  the  domestic  distributor  ? 

Franklin.  Yes,  sir;  it  is  not  a  question  of  regulation^  Mr. 
Chairman. 

The  Chairman.  The  hcense  amounts  to  the  same  thing? 

Mr,  Franklin.  Yes,  sir.  I  think,  so  far  as  our  case  is  concerned, 
it  rests  with  you,  unless  you  want  something  else  from  us. 

Mr.  TiNCHER.  I  think  we  ought  to  go  into  the  details.  There  is 
one  letter  in  the  record  Avritten  by  the  assistant  Attorney  General 
that  I  think  it  requires  his  personal  presence  before  this  committee 
before  we  ought  to  take  action  on  this  matter.  In  that  letter — I  do 
not  know  the  exact  contents — ^but  he  says  to  one,  or  perhaps  both, 
of  the  corporations  that  he  does  not  see  much  prospect  for  them 
taking  a  loss  in  this  matter — ''if  you  handle  it  in  this  way,  that  you 
will  not^ave  much  prospect  of  taking  a  loss." 

If  the  man  having  personal,  direct  charge  of  these  mattery  were 
dealing  with  these  men  on  the  basis  of  this  $600,000  profit,  and  tak- 
ing chances  of  takii^  a  loss,  as  that  letter  would  indicate,  or  if  there 
is  some  explanation,  that  ought  to  be  made  concerning  this  letter, 
I  think  he  ought  to  be  here;  at  least,  I  would  feel  better,  before  I 
voted  on  the  proposition,  to  have  him  here. 

Mr.  Armstrong.  If  you  will  note  the  date  of  that  letter,  it  will 
clear  up  your  difficultv.  That  letter  was  written  after  we  learned 
that  the  embaigo  had  not  been  lifted,  and  after  the  delay  which 
threatened  the  loss  had  occurred. 

Mr.  TiNCHER.  This  is  Howard  Figg  writing  that  letter — ^the  gentle- 
man whom  General  Palmer  says  had  personal  charge  of  the  transac- 
tion, and  he  simply  acted,  after  the  conferences  on  his  reports,  and  I 
would  feel  better,  as  a  member  of  this  committee,  if  I  was  permitted 
to  talk  to  Mr.  Figg  awhile. 

Mr.  Post.  May  I  explain  the  whole  paragraph?  That  letter  was 
written  on  August  2,  and  it  was  at  that  time  we  were  endeavoring  to 
get  tlie  porniission  for  the  resale  of  the  sugar  in  the  Argentine.  He 
put  in  t  iiat  last  paragraph  of  the  letter  there  simply  to  help  Us  in  our 
anxiety  to  get  rid  of  a  loss,  which  was  entirely  apparent  to  us  at  that 
time,  but  he  thought  later  on  the  market  might  improve  and  that  we 
might  not  have  that  loss. 

The  Chaikman.  The  importation  was  13,902  tons,  and  you  sold 
5,000  tons,  which  loaves  8,902  tons.  Was  that  2,000  pounds  to  the 
ton,  or  was  it  long  tons  ? 

Mr.  Fraxkt.ix.  It  was  2.240  pounds  to  the  ton. 

The  Chatkmax.  Now,  what  is  the  value  of  it  ?  As  near  as  we  can 
figure  it,  on  -juuuary  10  the  cost  of  that  13,902  tons  is  $6,061,737. 
Have  you  got  it  reduced  to  pounds  there  ? 
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Mr.  Franklin.  That  is  .31,156,000  pounds.  I  could  work  that 
out — ^it  is  about  19^  cents. 

The  Chaieman.  Mr.  Post  stated  it  was  13^. 

Mr.  Franklin.  Oh,  no   . 

The  Chairman  (interposing).  Is  the  purchase  price  added  to  that  i 

Mr.  Franklin.  It  is  about  19i  cents,  as  it  stands  to  us  to-day— the 
remainder  of  the  sugar  in  New  York. 

The  Chairman.  So  it  cost  you  19 1  cents,  mcluding  all  expenses, 

freight,  agency,  and  all? 

1^.  Franklin.  As  it  stands  in  New  York  to-day. 
The  Chairman.  That  adds  profit  ? 
Mr.  Franklin.  No,  sir;  that  is  net. 

The  Chairman.  And  what  is  it  worth  to-d  11  y?  ^,  ^  - 

Mr.  Franklin.  It  is  worth  to-day,  Mr.  Post  saad,  about  6^  to  7 

^^ho  Chairman.  You  would  base  the  price  on  to-day's  market  ? 
Mr.  Franklin.  That  is  practically  to-day's  market.  ,  „ 

The  Chairman.  That  leaves  you  13  cents  on  8,902  tons  of  2,240 

pounds  each? 

Mr.  Franklin.  Yes,  sir. 

The  Chairman.  How  many  pounds  ?  ,  ^,    ,  j 

Mr.  Franklix.  Two  million  five  hundred  and  fifty-two  thousand. 
The  Chairman.  How  did  you  lose  81,800,0001  _ 
Mr  Franklin,  It  all  depends,  Mr.  Ward,  on  how  this  is  gomg  to 
be  handled.    If  we  rerefine  this  sugar  here  to  bring  a  much  higher 
priee— I  would  just  Hke  to  make  this  statement  as  it  stands  here, 
and  I  think  this  will  clear  up,  possibly,  Mr.  Haugen's  difficulty  on 

the  situation  right  now.  ^      j  u 

The  original  sales  price  was  21.30,  less  2  per  cent,  and  w-e  sold  on 
that  price  5,100  tons,  approxunately  5,000  tons.  Agamst  these  sales 
there  have  been  delivered  actually  3,700  tons,  for  which,  after 
certain  adjustments  which  had  to  be  made,  we  have  realized,  or  will 
shortly  realize,  ^\ ,.-,65,590.  There  is  still  to  be  dehvered  on  the  old 
contracts  approximatelv  1,400  tons,  at  21.30,  less  2  per  cent,  or 
$66.-1,240.  This  leaves  a  balance,  mostly  unsold  and  m  the  course 
of  ccMn  ersion  into  .biierican  refined  granulated,  8,800  tons,  at  7 f 
cents,  if  actually  reconverted  into  American  refined  sugar,  which  is 
the  best  way,  as  near  as  the  sugar  people  in  New  York  understand,  to 
actuallv  dispose  of  this  sugar.  . 

These  fi<^nres  sbow  a  shrinkage,  if  taken  at  the  lowest  price  which 
Mr  Haugen  has  taken,  as  6\  cents,  or  $2,,335,000,  against  which  you 
have  a  profit  on  the  other  transaction.  But  that  figure  must  be 
reduced  somertiiat  bv  the  fact  that  a  portion  of  the  melted  sugar 
had  alreadv  been  delivered  against  previous  coi\tracts. 

That  gives,  as  near  as  can  be  figui'ed  to-day,  the  exact  status  of  ttus 
situation-  and  as  we  figure  it,  there  will  be  a  loss  there,  when  hnaUy 
liquidated,  of  about  $2,000,000.  * 

The  Chairmax.  If  vou  have  8,902  tons,  you  have  19,940,480 
pomids,  at  18  cents  a  pound,  would  be  .12,592,262,  would  it  not? 

Mr  Franklin.  We  are  sure  of  the  figures  I  gave  you  there  m  the 
record,  Mr.  Haugen;  but,  of  course,  we  will  submit  to  the  hugar 
Equalization  Board,  in  case  this  resolution  goes  into  ettect,  tne 
entire  statement  of  all  accounts  and  the  entire  transaction,  mider 
certified  accountants  covering  the  whole  matter. 
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The  Chairman.  At  any  rate,  the  profit  on  5,000  tons  is  to  be 
deducted  from  the  loss. 

Mr.  VoiGT,  What  is  the  capital  and  surplus  of  yom*  company, 
approximately  ? 

Mr.  Fraxklin.  About  §10,000,000. 

The  Chairman.  The  Government  has  a  board  with  power  to 
liquidate  those  questions.    Have  you  b(^en  before  that  board? 

Mr.  Franklin.  We  have  not  taken  any  steps.  We  have  appeared 
before  you  here  on  the  suggestion  of  Mr.  Glasgow  and  the  Attorney 
General.    We  have  not  ])een  Ix^fore  any  board  at  all. 

The  Chairman.  Would  not  that  1)e  tlie  pro])er  board  to  go  before, 
masinueli  as  that  board  has  been  established  and  created  by  the 
President  ? 

Mr.  Franklin.  As  I  understand  it,  Mr.  Chairman,  at  the  time 
that  we  apjH'ared  before  the  Sugar  Erpuili/ation  Board,  the  Attorney 
General  and  Mr.  Glasgow  discussed  this  question  more  or  less  infor- 
mally, and  it  was  then  said  that  the  only  way  we  could  get  our  money 
back  through  the  Sugar  Equalization  Board  was  to  apj)ear  before 
Congress  and  get  an  act  passed;  and  we  belie\e  that  that  is  the  best 
method  to  follow. 

The  Chairman.  Will  it  be  possible  to  get  Mr.  Figg  here? 

Mr.  VoiGT.  I  would  make  a  motion  that  the  chairman  send  a  tele- 
gram to  Mr.  Figg  requestuig  him  to  ap])ear  before  the  committee 
to-morrow  morning,  if  it  is  ]>ossi1)le  for  him  to  come,  and  that  the 
connnittee  rtn-ess  until  such  time  as  the  chairman  and  the  parties  at 
uiterest  may  hear  from  Mr.  Figg  and  agree  ou  the  time. 

(The  motion  was  carried.) 

The  Chairman.  Tlie  committee  will  adjourn  subject  to  call. 
(Thereupon,  at  1  o'clock  p.  m.,  the  cojuanuttee  adjourned  to  meet  at 
the  call  of  the  chairman.) 


Committee  on  Agrichltuke, 

House  of  Representatives, 

Monday,  January  31,  1921. 

The  committee  met  at  10.15  o'clock  a.  m.,  Hon.  Gilbert  N.  Haugen 

(chairman)  presiding. 

The  Chairman.  The  Chair  lays  before  the  committee  House  joint 
resolution  444,  authorizing  the  President  to  require  the  United 
States  Sugar  Equalization  Board  to  take  over  and  dispose  of  13,902 
tons  of  sugar  imported  from  Argentina. 

Is  Mr.  Figg  here  i    We  will  hear  from  you,  Mr.  Figg. 

STATEMENT  OF  MR.  HOWARD  FIGG,  FORMERLY  SPECIAL 
ASSISTANT  TO  THE  ATTORNEY  GENERAL. 

Mr.  Figg.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  have 
read  the  testimony  that  has  been  given  by  other  witnesses  before 
this  committee,  and  I  do  not  know  that  I  have  anvthing  to  add  to 
what  has  been  said.  It  seems  to  me  the  testimony  has  been  quite 
full  and  accurate  in  almost  all  details.  I  understand  that  there  are 
some  questions  that  the  committee  would  like  to  ask  me,  and  I 
should  be  very  giad  to  answer  those  il'  possible.    I  think  you  will 
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unquestionably  obtain  more  information  from  me  through  asking 
questions  than  through  my  attempting  to  make  a  statement. 

Mr.  McLaughlin  of  Michigan.  Mr.  Figg,  this  matter  of  food 
control,  including  sugar,  was  turned  over  to  the  Department  of 
Justice  by  the  Food  Admimstration  by  order  of  the  President  ?  Is 

that  right?  ^ 
Mr.  Figg.  That  is  correct,  by  proclamation  of  the  President;  yes, 

sh*. 

Mr.  McLAUGra-iN  of  Michigan.  Have  you  that  proclamation  with 

you  ? 

Mr.  Figg.  I  have;  yes,  sir. 

Mr.  McLaughlin  of  Michigan.  I  would  like  to  have  you  read  the 
portion  of  it  that  refers  to  this  matter  and  under  which  you  claim 
authority  to  administer  sugar,  and  particularly  to  purchase  sugar  as 
you  did  in  this  case, 

Mr.  Figg.  May  I  add  just  a  word  there  before  reading  the  procla- 
mation ? 

Mr.  McLaughlin  of  Michi«:an.  Yes. 

Mr.  Figg.  The  proclamation  deals  du'ectly  with  the  transfer  of  the 
powers  of  the  Food  Administrator  to  the  Attorney  General,  and  in 
that  transfer  of  powers  all  former  powers  that  Mr.  Hoover  had  as 
Food  Administrator  were  transferred  to  the  Attorney  General, 

Mr.  McLaughlin  of  Michigan.  And  only  such  powers  as  Mr. 
Hoover  had  as  Food  Administrator? 

Mr.  Figg.  At  that  time;  yes,  sir. 

(The  witness  thereupon  read  the  proclamation  referred  to,  which 
is  here  printed  in  full,  as  follows:) 

No.  1542. 

TRAKSFERIUNG  TO  THE  ATTORNEY  GEKERAL  THE  POWERS  AND  AXrTHORfTY  HERETOFORE 
HEI)D  BY  THE  FOOD  ADMINISTRATOR  EXCEPT  THOSE  REI  ATIXQ  TO  WHEAT  AND  WHEAT 
PRODUCTS,  WHICH  ARE  TRANSFERRED  TO  JULIUS  H.  1JAUNE8. 

By  THE  President  of  the  United  States  op  America. 

A  PROCLAMATION. 

Whereas  under  the  authority  of  an  act  of  Congress  entitled  '  act  to^  provide 
further  for  the  national  security  and  d^ense  by  encouraging  the  pix)duction,  con- 
serving the  supply,  and  controlling  the  distribulaim  of  food  products  and  fuel,  ttxere 
was  created  by  Executive  order,  dated  August  10,  1917,  a  governmental  oi^;anizatioi& 
known  as  and  called  United  States  Food  Administration,  and 

Where  as  Herbert  Hoover  was  appointed  United  States  Food  Aduunisirator,  with 
power  t  o  supervise,  direct,  and  carry  into  effect  the  provisions  of  said  act  and  the  pow- 
ers and  authority  therein  ^ven  to  the  President  so  far  as  the  same  ap^y  to  foods, 
feeds,  and  their  derivative  products  and  to  any  and  all  practices  performed  and 
reffulationB  authorized  or  required  under  the  proA-isions  o!f  said  act.  including  the 
ismiance  regulation,  and  revocation  in  the  name  of  said  Food  Adininisirator  of  kcenses 
under  said  act  and  in  behalf  to  do  and  perform  such  acts  and  things  as  were  authorized 
or  required  of  him  from  time  to  time  by  direction  of  the  President  and  under  such 
rules  and  regulations  as  should  be  prescribed  by  the  President  fitom  Ume  to  time; 

*^Whereas  by  Executive  order  of  November  16,  1918,  Edgar  Rickard  was  authorized 
and  empowered  during  the  absence  of  Herbert  Hoover,  United  States  Food  Admin- 
istrator from  the  United  States  to  exercise  the  powers  and  authority  delated  to 
Herbert  Hoover  as  United  States  Food  Administoator;  and  ,      *  ^ 

Whereas  Hubert  Hoover  has  resigned  from  the  office  of  the  Umted  States  J  ood 
Administrator  and  Edgar  Rickard  has  exercised  certain  of  tlie  said  powers  and 
authority  of  the  Uaiited  States  Food  Administrator  until  this  time;  and 
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A\'herea8  it  is  now  desired  to  traofifer  the  powers  and  authority  of  the  United  StateB 
Food  Administrator  in  the  manner  and  to  the  officers  hereinafter  designated; 

Now,  therefore,  under  and  by  virtue  of  the  power  conferred  upon  me  by  the  pro\d- 
sions  of  said  act  of  August  10,  1917,  and  of  all  other  acts  giving  me  power  in  the  prem- 
ises, I,  Woodrow  Witeon,  President  of  the  United  States,  hereby  order  and  direct  as 
follows: 

All  acts  done  and  authorized  by  Herbert  Hoover,  United  States  Food  Adminis- 
trator, as  aforesaid,  and  by  Ed^rar  Rickard,  aetiiif^  for  Herbert  Hoover,  United  States 
Food  Administrator,  as  aforesaid,  are  hereby  authorized,  approved,  ratitied,  con- 
firmed, and  adopted. 

The  powers  and  authority  heretofore  vested  in  the  United  States  Food  Administra- 
tor, under  the  authority  of  said  act  of  Congress  approved  August  10,  1917,  and  the 
Executive  orders  and  proclamations  issued  tliereunder.  in  so  far  as  they  apply  to 
wheat  and  wheat  products,  are  hereby  transferred  to  and  shall  hereafter  he  exercised 
by  Julius  11.  Barnes,  Chief  of  the  Cereal  Division  of  the  United  States  Food  Adminis- 
tration, who  shall  supervise,  direct,  and  carry  into  effect  the  provisions  of  said  act 
and  the  powers  and  authority  therein  given  to  the  President,  bo  &r  astliesame  apply 
to  wheat  and  wheat  products,  and  to  any  and  all  practices,  procedure,  and  regulations 
authorized  or  re(]uired  under  the  pro\'i8ion8  of  said  act,  including  the  issuance,  regu- 
lation, and  revocation,  in  the  name  of  said  Julius  H.  Barnes,  Chief  of  the  Cereal 
Diviaion  of  the  United  States  Food  Administration,  of  licenses  under  i^d  act  relating 
to  wheat  and  wheat  products:  and  in  this  behalf  he  shall  do  and  perform  such  acts 
and  thin^  as  may  be  authorized  or  required  of  him  from  time  to  time  l>y  direction  of 
the  President  and  under  such  rules  and  regulations  as  may  be  prescril>ed  liy  the 
President  from  time  to  time;  and  there  is  hereby  transferred  to  said  Julius  H.  iiarnes, 
Chief  of  the  Cereal  Division  of  said  United  States  Food  Administration,  all  remaining 
reqords  of  said  United  States  Food  Administration  and  such  of  the  remaining  personjid 
and  organization  of  said  United  States  Food  Adndnistration  as  he  may  aetermine 
to  continue  under  him  as  Chief  of  the  Cereal  Division  of  the  United  States  Food 
Administration  as  aforesaid. 

All  licenses  and  revocations  of  licenses  and  all  regulations  now  in  force,  so  far  as  the 
same  apply  to  wheat  and  wheat  products,  shall  continue  in  force  until  altered  or 
repealed  by  said  Julius  H.  Barnes. 

The  powers  and  authority  heretofore  vested  in  the  United  States  Food  Adminis- 
trator, under  the  authority  of  said  act  of  Congress  approved  Ancinst  10,  1917,  and  the 
Executive  orders  and  proclamations  issued  thereunder,  in  iar  as  they  apply  to 
foods,  feeds,  and  their  derivative  products,  other  than  wheat  and  wheat  products, 
are  hereby  transferred  to,  and  shall  nereafter  be  exercised  by  the  Attorney  General  of 
the  United  States,  vrho  shall  supervise,  direct,  and  carry  into  effect  the  provisions  of 
said  act,  and  the  powers  and  authority  therein  ;j:iven  to  the  President,  so  far  as  the 
same  apply  to  foods,  feeds,  and  their  derivative  products,  other  than  wheat  and  wheat 
products,  and  to  any  and  all  practices,  procedure,  and  reprulations  authorized  or 
required  under  the  provisions  of  said  act,  including  the  issuance,  r^;ulation,  and 
revocation,  in  the  name  of  the  Attorney  General  of  the  I'nited  States,  of  licenses 
under  said  act  relating  to  foods,  feeds,  and  tlieir  derivative  products  other  than  wheat 
and  wheat  products;  and  in  this  behalf  he  shall  do  and  perform  such  acts  and  things 
as  may  be  authorized  or  required  of  him  from  time  to  time  by  direction  of  the  President 
and  under  such  rules  and  r^ulations  as  may  be  prescribed  by  the  President  from  time 
to  time. 

All  licenses  and  revocations  of  licenses  and  all  regulations  now  in  force,  so  far  as 
the  same  a]>ply  to  foods,  feeds,  and  their  derivative  products  other  than  wheat  and 
w'heat  products,  shall  continue  in  force  until  altered  or  repealed  by  the  Attorney 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  caused  the  seal  of  the  United 
States  to  be  aflixed. 

Done  in  t])e  District  of  <  ohimbia  this  2Jst  day  of  NovemVjer  in  the  year  of  our  Lord 
191^»  and  of  the  independence  of  the  United  States  of  America  the  one  hundred  forty- 
fourth.  / 
[seal,]  Woodrow  Wilson. 

By  the  President: 

Robert  Lansing, 
Secretary  of  State, 

Mr.  McLaughlin  of  Michigan.  Under  the  food  ^  control  act  the 
Food  Administration  had  never  exercised  any  control  whatever  over 
sugar  ?   Is  that  true  ? 
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Mr.  FiGG.  That  is  partially  true,  Mr.  Congressman.  Mr.  Hoover 
as  Food  Administrator  was  one  of  the  directors  of  the  Sugar  Eqmbza- 
tion  Board,  and  originally  when  the  Sugar  Equalization  Board  was 
formed  Mr.  Hoover  was  the  active  advisory  head.    That  is  the  dmy 

direct  connection.  ,       „  j.- 

Mr.  McL AX  GHLix  of  Michij^an  How  long  did  Mr.  Hoover  contmue 

to  funcition  in  connection  with  the  Sugar  Equalization  Board? 
Mr  FiGG  He  still  remains  a  director  of  that  board. 
Mr.  McLaughlin    of   Michigan.  Well  the   Sugar  Equalization 

Board  was  created  as  one  of  the  agencies  authorized  to  be  created  by 

the  President  under  that  act  ? 

Mr.  FiGG.  Yes,  sir.  •         .    ,i     ,  x  i 

Mr.  McLaughtjn'  of  Michigan.  And  praxjtically  the  enture  control 
of  sugar  was  given  to  that  Sugar  Equalization  Board,  and  Mr.  Hoover 

had  nothing  to  do  with  sugar  as 

Whatever  he  did  was  as  a  member  of  the  Sugar  Equalization  Board? 

Is  not  that  true  ?  ,    ,      •  •      ^-   i  ^ 

Mr.  FiGG.  I  am  not  clear  on  that,  as  to  whether  it  is  entirely  true 
or  not.  Regulations  relating  to  sugar  were  sent  out  by  the  Food 
Administration— I  am  speaking  now  with  reference  to  the  period  of 

the  war.  ,         ,  . 

Mr.  McLaughlin  of  Michigan.  That  is,  such  regulations  as  the 
Suf^ar  Kciualization  Board  approved  and  recommended.  Now,  the 
Su^ar  Equalization  Board  had  assumed  to  exercise  entire  control 
over  suc^ar  matters,  including  the  purchase  of  sugar,  and  the  Sugar 
Equalization  Board,  with  all  that  power,  believed  that  it  had  no 
authoritv  to  purchase  sugar  except  by  direct  authorization  of  the 
President.  That  authorization  it  requested  and  the  1  resident 
failed  or  refused  to  give.  I  was  wondering  where  the  Attorney 
General's  office  in  taking  over  the  Food  Administration  got  its 
authority  or  whv  it  assumed  authoritv  to  have  anything  to  do  with 
sugar  in  the  way  it  did  have  to  do  with  it  in  this  transaction,;  m 
view  of  the  fact  that  the  Food  Administration  had  never  had  anything 
of  that  kind  to  do  with  it,  had  never  assumed  the  authority  and  never 
believed  it  had  the  authoritv  to  do  it.  I  was  wondermg  why  the 
Attorney  General  assumed  the  authority  that  the  Food  Administra- 
tion never  had  assumed. 

Mr.  FiGG.  In  exolanation  of  whv  the  Attorney  General,  or  he 
Department  of  Justice,  enteretl  into  this  transaction  I  will  say  that 
we  were  unquestionablv  authorized  to  provide  an  adecpate  supply 
of  the  necessities  of  life  to  the  consuming  public,  if  possible.  We 
attempted  in  every  way  to  increase  the  quantity  of  sugar  available 
M  the  United  States.  "  I  am  speaking  now  of  the  perioil  when  there 
waiB  supposedly  an  acute  shortage  of  sugar  m  this  comitiy  and  prices 

mounting.  . 

Mr.  HuLiNGS.  For  whom  are  you  speaking  now  ( 

Mr.  FiGG.  I  am  speaking  for  the  De])artment  of  Justice,  i  will 
start  at  probably  the  time  this  transaction  took  place  along  m  Aiiril. 
At  th^t  time  sugar  prices  were  mountmg  veiy  rapidly.  1  hey  \\cre 
mounthig  for  Uvo  or  three  reasons.  Primarily,  it  was  because  there 
was  a^ugar  shortage,  and,  secondly,  in  my  oi>inion,  because  there 
was  a  Vpeculative  element  that  had  entered  mto  the  market,  and 
sugar  WSs  reacWng  tihis  country  from  Cuba  at  very,  very  high  prices. 
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We  could  control  the  margins  of  profit  made  in  this  country,  but  we 
could  not  control  the  price  of  Cuban  ra^vs.  After  the  sugar  reached 
our  shores  we  could  then  take  control  of  it,  but  we  had  no  authority 
over  it  before  that  time. 

Along  in  April  and  the  early  part  of  May  I  was  visited  re]>eatedly 
by,  for  instance,  the  farming  element,  the  agricultural  interests,  the 
camiers,  and  the  large  packing  and  preserving  interests,  who  stated 
that  they  were  facing  the  coming  erop  season,  that  they  had  no  sugar, 
that  they  could  not  contract  for  the  crops,  as  the  result  of  this  sugar 
shortage,  and  could  not  we  do  something  to  relieve  that  situation 
so  that  they  eould  go  into  the  market  and  guarantee  to  the  farmer 
a  market  for  his  product — - — ■ 

Mr.  McLaughlix  of  Michigan.  I  think  we  are  all  familiar  with 
the  unfortunate  condition  that  existed  during  that  time.  1  am  only 
trying  to  find  out  mider  what  theory  vou  assumeil  cojitrol  of  the 
sugar  situation.  This  |)roclamation  of  the  President  authorized  you 
to  take  over  the  activities  of  the  Food  Administration,  (\\cept  as  to 
the  grain  ]n'oposition,  all  of  which  was  left  with  Mr.  Barnes.  Now, 
if  the  President  had  wanted  you  to  tak<?  over,  or  intended  that  you 
should  take  over,  the  work  of  the  Sugar  liqualization  Board  or  assume 
its  authority,  do  you  not  think  he  would  have  said  so  ? 

Mr.  FiGG.  We  did  take  over  certain  portions  of  the  activities  of 
the  Sugar  Equalization  Board,  in  the  fact  that  we  issued  and  revoked 
sugar  licenses.  The  exi)ense  of  that  part  of  the  organization  was 
paid  out  of  the  Sugar  Equahzation  Board's  funds,  by  order  of  the 
President. 

Mr.  McLaughlix  of  Michigan.  But  Mr.  Hoover  had  never  assumed 
authority  to  buy  sugar  when  he  \vas  director  of  the  Food  Adminis- 
tratioji:  that  was  all  left  to  the  Sugar  Equalization  Board.  You 
had  no  more  authority  under  that  act  than  Mr.  Hoover  had  had,  had 
•  you  ? 

Mr.  FiGG.  During  his  direction  as  Food  Adumustrator  the  Sugar 
Board  was  an  inactive  organization  

Mr.  McLaughlix  of  Michigan.  It  was  still  in  existence? 

Mr,  jFiGG.  Yes;  but  it  had  been  an  inactive  organization  for  a 
year. 

Mr.  McLaughlix  of  Michigan.  Why,  just  about  that  time  it  was 
writing  the  President  for  authority  to  buy  the  Cuban  sugar — ^at  tliati 
very  time. 

Mr.  FiGG.  If  you  will  pardon  me,  that  had  been  pretty  nearly  & 

year  before. 

Mr.  ^McLaughlix  of  Michigan.  That  was  during  1919? 

Mr.  FiGG.  The}^  wrote  the  President  hi  August,  1919.  This  trwis- 
action  that  we  entered  into  was  not  until  April,  1920. 

Mr.  McLaughlin  of  Michigan.  But  the  Pre^dent's  proclam£|4;ioii 
was  very  shortly  after  that  ? 

Mr.  FiGG.  In  November. 

Mr.  McLaughlix  of  Michigan.  And  at  that  very  time  they  were 
waiting  for  a  reply  from  the  rresident  to  their  letter  in  regard  to  the 
purchase  of  sugar.  He  had  not  repHed;  he  had  not  indicated  that 
their  authority  had  ceased  or  that  he  did  not  wish  them  to  fi^nction. 
Now  I  am  wondering  how  the  Sugar  Equalization  Board  was  divested 
of  authority  and  under  what  theory  you  gentlemen  in  the  Depart- 
ment of  Justice  assumed  that  authority  ? 
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Mr.  FiGG.  May  I  remark  right  there  that  the  Sugar  Equalization 
Board  was  not  ordered— that  we  did  not  assume  they  had  been 

divested  of  any  authority.  .  i       i.  ■ 

Mr.  McLaughlin  of  Michigan.  But  they  did  have  ample  authority, 
and  up  to  that  time  they  were  the  only  board  that  had  assumed  to 

exerci.se  any  authority  to  buy  sugar.    Is  not  that  true  ? 

Mr.  FiGG.  As  to  buying  sugar,  yes,  directly.  We  assumed  that 
we  had  the  authority,' not  from  the  fact  that  the  Sugar  Board  had 
been  divested  of  any  authority,  but  that  we  had  been  ^ven  authority 
by  the  presidential  proclamation,  that  we  should  maintain  an  ade- 
quate supply  of  any  of  the  necessaries  of  life  and,  sugar  being  one 
that  was  very  necessary  at  that  particular  time,  we  were  to  use  all 
agencies  possible  to  bring  sugar  into  this  country.  That  was  our 
interpretation  of  the  law. 

Mr.  McLaughlix  of  Michigan.  I  do  not  want  to  take  too  much 
time,  but  I  wanted  to  have  it  made  clear  that  the  Sugar  Equalization 
Board  was  organized  for  the  purpose  of  taking  care  of  the  entire 
sugar  situation,  and  with  $40,000,000  in  its  treasury,  with  all  its 
power,  it  never  conceived  that  it  had  authority  to  buy  sugar,  because 
it  had  expressly  asked  the  President  to  grant  authority;  and  I  am 
wondering  why  you,  taking  over  the  food  control  from  Mr.  Hoover, 
he  never  havihi:  exercised  the  authority  tliat  you  later  exercised — 
where  the  Department  of  Justice  got  the  idea  that  it  had  the  right  to 
buy  sugar. 

Mr.  Fi(;g.  Well,  as  I  tried  to  state  just  a  moment  ago,  tlie  bugar 
Equalization  Board  asked  for  an  extension  of  its  authority  to  buy 
sugar  

Mr.  McLaughlin-  of  Michigan.  Asked  whom? 

Mr,  Figg.  Asked  the  Congress,  and  that  authority  was  granted 
through  the  McNarv  Act  on  December  31,  1919.  ' 

Mr.  McLAUGHLiN  of  Michigan.  That  authorized  the  President 
to  direct  the  Sugar  Equalization  Board  to  do  it  ? 

Mr.  Figg.  The  Sugar  EquaUzation  Board  to  buy  the  Cuban  crop 

ior  the  year,  1920. 

Mr.  McLaugiiijx  of  Michigan.  Yes. 

Mr.  Figg.  The  Sugar  Board  had  not  ceased  to  function  as  a 
•sugar  purchasing  organization,  but  they  felt  that  they  had  no  au- 
thority—they could  buy  the  Cul^an  crop,  but  they  wanted  an  ex- 
tension of  their  powers  to  guarantee  them  a  life  after  the  time  of 
distribution  of  that  crop  that  they  might  go  into  the  market  amd 
buy— an  extension  of  the  licensing  power  so  that  they  could  buy  the 

1920  Cuban  crop. 

Mr.  PuRNELL.  Do  you  not  mean  the  1919  <  rop? 
•   Mr.  Figg.  No;  the  1920  cro]>.    The  McNary  Act  was  passed  on 
December  .31,  1919,  to  buy  the  1920  crop. 

Mr.  McLaughlix  of  Michigan.  In  addition  to  wliat  1  have  said  - 

Mr.  Young.  Mr.  Chairman,  I  think  the  witness  ought  to  be  al- 
lowed to  finish  his  statement.  T    ,  1  I  * 

Mr.  McLaughlin  of  Michigan.  Pardon  me;  I  did  not  wish  to 

interrupt  you,  Mr.  Figg.  .  i  /  i.  .i  , 

Mr  Figg.  As  a  result,  the  Sugar  Equalization  Board  felt  that  they 
could  not  go  into  the  market  and  buy  that  crop  without  this  author- 
ity from  the  President,  the  President  having  received  tlie  i)ower 
from  Congress,  to  direct  them  to  buy  that  crop  with  the  extension 
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of  the  life  of  their  board  for  another  year.  Of  course  at  the  time 
they  received  that  authority  it  was  too  late  to  buy  the  Cuban  crop, 
but  we  in  the  Department  of  Justice  were  not  entering  into  tliis  matter 
of  buying  sugar  with  any  idea  that  it  would  take  an  indefinite  time 
to  dispose  of  it.  The  country  was  short  of  sugar  and  we  felt  that 
whatever  we  could  bring  in,  whether  it  be  a  thousand  tons  or  a. 
hundred  thousand  tons,  was  that  mueh  in  the  interest  of  the  Ameri- 
can people.  It  was  at  a  price  less  than  the  then  prevailuig  market 
price  of  sugar  in  this  country. 

My  (Ureetion  of  the  distribution  of  the  sugar  was  to  the  essential 
industries.  Our  interest  was  to  keep  it  out  of  the  hands  of  the 
speculator  and  out  of  the  nonessential  industries,  so  that  it  might 
go  to  the  industries  that  would  be  taking  the  farmers'  crops  and  so 
be  disposing  of  the  sugar  in  the  most  logical  channels. 

It  was  a  case  of  acting  quickly.  We  heard  the  sugar  was  avail- 
able at  a  price  less  than  the  then  prevaihng  market  price  and  if  we 
acted  quickly  we  probably  could  get  it.  If  the  Sugar  Equalization 
Board  had  been  approached— and  I  might  a(hl  at  this  point  that  I 
did  not  approach  them  on  the  subject  for  the  sim])le  reason  that  it 
woukl  take  an  indefinite  time  for  them  to  act,  as  they  had  to  estab- 
lish a  purchasing  agency  in  the  Argentine  in  order  to  contract  for 
this  sugar,  wliile  we  were  able  to  get  hold  of  an  agency  already  estab- 
lished there  and  we  could  get  very  much  quicker  action. 

We  were  misled,  if  you  pleas(^  to  think  that  we  could  get  the 
permit  for  export,  without  any  question  and  we  did  not  think  there 
would  be  any  (kday  as  to  that.  And  if  there  had  been  no  delay 
I  think  the  sugar  would  have  reached  tliis  country  at  a  very  much 
lower  price.  But  there  was  a  month  or  six  weeks  delay,  probably, 
in  the  granting  of  that  permit  in  Argentine  that  our  country  had 
been  assured  would  be  given  on  application.  Wlien  we  did  get  it 
publicity  had  gone  out  before  it  was  received.  It  was  stated  by  the 
ncAvspapers  that  the  Government  was  brmging  into  tjhis  country  a 
o;reat  quantity  of  sugar,  and  of  course  it  had  reached  untold  amounts 
by  the  time  the  newspapers  had  played  with  it  a  little  while  and  it. 
broke  the  Cuban  specuhitive  market  and  sugar  started  to  be  offered 
at  very  much  less  immediately  after  the  publication  of  the  notice 
that  the  Government  was  bringing  in  a  quantity  of  Argentine  sugar. 

Mr.  McLaughlin  of  Michigan.  If  I  am  not  taking  too  much  time, 
I  would  like  to  have  you  give  in  detail  this  proposition  from  the  very 
beginning — -how  you  got  in  touch  with  these  gentlemen,  how  you  took 
up  the  matter^  and  just  what  was  said  on  each  side  leadiiig  up  to  thia 
transaction. 

Mr.  FiGo.  I  may  be  just  a  little  uncertain  in  some  of  my  dates,  but 
I  will  give  them  as  nearly  as  I  can.  I  think  it  was  about  April  26, 
if  I  remember  correctly,  that  Mr.  Giddings,  of  the  State  Department, 
who  is  connected  with  the  Foreign  Trade  Advisor's  office,  came  to  me 
in  the  Department  of  Justice  stating  that  there  was  a  quantity  of 
sugar  in  the  Argentine  available  for  export  to  this  country.  If  the 
United  States  Government  would  express  a  desire  for  that  sugar  and 
would  name  a  firm  or  firms  to  handle  it  in  this  country.  He  asked  if 
we  would  be  interested  and  if  we  would  care  to  name  the  firms,  and 
as  1  remember  now,  I  told  him  that  it  soimded  like  a  very  reasonable 
proposition  and  one  that  we  ought  to  consider,  that  whatever  sugar 
we  could  bring  into  this  countiy  certainly  was  needed.   I  requested^ 
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I  think,  the  State  Department  to  verify  and  to  gather  all  the  m- 
formation  possible  from  the  American  ambassador  on  that  subject, 

^^Ir.  Giddings.  of  the  State  Department,  said  that  he  knew  of  one 
firm  that  might  be  induced  to  handle  the  purchasing  end,  in  P^i't,  U 
not  all  depending  on  the  quantity  of  sugar  there.  I  told  him  I  would 
make  an  effort  to  see  if  we  could  secure  some  other  commercial  interest 
to  liandle  the  distribution  of  the  sugar  in  this  country.  Mr.  Giddings/s 
statement  to  me  was  that  the  American  Tradmg  Co.  had  offices  m 
Ai-gentine.  and,  he  thought,  would  be  glad  to  handle  it. 

At  a  later  date— I  have  forgotten  the  exact  date— he  put  me  m 
touch  with  the  American  Trading  Co.,  througii  then-  vice  president, 
Mr.  Franklin,  and  Mr.  Franklin  came  to  see  me. 

Mr.  McLaughlix  of  Michigan.  Did  you  ask  hun  to  come  to  see  you  ? 

Mr.  FiGG.  The  State  Department  asked  him;  yes,  sir— a  Govern- 
ment agency.  I  did  not  usk  him  personally;  no,  sir.  In  the  mean- 
time I  had  interested  B.  H.  Howell  Co..  of  New  York,  tlu'ough  Mr. 
James  Post,  to  agree  to  handle  the  distribution.  .     •     ,  , 

Mr.  McLaughlin  of  Michigan.  Who  took  the  nntiative  m  that  ( 

Mr.  FiGG.  I  did.  I  approached  tlieni  on  the  subject,  and  they  were 
willing  to  go  into  it  if  it  was  an  aid  to  us  to  do  it. 

Mr.  PuRNELL.  Was  that  done  by  letter,  by  wu-e,  or  m  a  personal 
interview  ? 

Mr.  FiGCi.  Personally. 

Mr.  PuRNELL.  You  went  to  New  York  to  see  them  ? 

Mr.  FiGG.  Yes,  sir.  I  put  the  American  Tradmg  Co.  and  B.  H. 
Howell  &  Co.  in  touch  with  each  other.  Their  arrangements  I  am 
not  famihar  with,  as  to  what  arrangements  tliey  made  toward  financ- 
ing the  handhng  of  the  deal  but  the  arrangement  with  these  firms  by 
me  was  that  the  American  Trading  Co.  would  do  the  purchasing  ol 
this  sugar  in  Argentina,  and  B.  II.  Howell  &  Co..  under  the  direction 
of  the  Department  of  Justice,  would  handle  the  distribution  of  the 
sugar  after  it  arrived  in  this  country.  ,    ^        ,  •       u  x 

Mr.  MoIiAUGHLiN  of  Michigan.  The  usual  metliocl  of  doing  tHat 
was  to  issue  a  license  to  them,  whieh  you  had  authority  to  issue? 

Mr.  FiGG.  They  already  had  a  license. 

Mr.  McLAuora-iN  of  Michigan.  Then  they  were  operatmg  under 
the  license  that  they  had  already  ?  ^  - 

Mr.  FiGO.  Yes,  sir;  they  did  not  need  a  new  hcense  for  this  one 
particular  transaction.  .  , 

Mr.  HuTCHixsoN,  Was  there  my  price  fixed  as  a  commission  witn 

this  American  Trading  Co.  ?  ,         i       i  • 

Mr.  FiGG.  Yes,  sir— pardon  me:  I  do  not  know  that  tlie  cominis- 

sion  was  definitely  decided  upon  at  that  time,  but  it  afterwards  was. 
Mr.  McLAUom^iN  of  Michigan.  Did  the  license  that  they  had  state 

the  profit  that  they  might  r€^lize¥ 

Mr.  FiGO.  No,  sir.  ,  . 

Mr.  McLaughlin  of  Michigan.  Was  it  customary  when  a  hcensee 
acted  in  this  manner  for  the  Department  of  Justice  to  fix  the  prolit 
that  it  might  realize  on  the  transaction  ?  ,   ,   .  i 

Mr.  FiGG.  The  profit  was  fixed  for  all  sugar  deals  by  a  general 

order* 

Mx.  McLaughlin  of  Michigan.  What  was  that  t 
Mr.  FiGQ.  One  cmt  per  pound. 
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Mr.  HuTCHmsoK.  If  I  understand  it;  this  American  Trading  Co. 
was  buying  this  sugar  for  the  Government  at  a  certain  commission. 
Where  could  they  get  any  profit  from  it  ? 

Mr.  FiGG.  No;  the  American  Trading  Co.  were  purchasing  the 

sugar. 

Mr.  Hutchinson.  And  they  delivered  it  over  to  the  Government, 

did  thev  ? 

.  •  :Mr.  FiGo.  To  B.  H.  Howell  So  Co, 

Mr.  HvTrnixsoN.  For  the  Government? 

Mr.  Fkk;.  To  B.  H.  Howell  &  Co.,  who  would  handle  the  distribu- 
tion of  the  sugar  for  the  Government. 

Mr.  HuTCHixsox.  And  the  sugar  was  purchased  for  the  Govern- 
ment and  turned  over  to  B,  H.  Howell  &  Co.  at  1  cent  a  pound  'I 

Mr.  FiG(r.  Yes. 

Mr.  Hutchinson.  You  do  not  know  who  financed  it? 
Mr.  FiGG.  I  do  not  know  anything  about  the  fmancing  of  it. 
Mr.  VoKiT.  When  you  say  the  sugar  \\  as  purchased  for  the  Govern- 
ment you  do  not  mean  that  the  sugar  became  Government  property? 
Mr.  FiGG.  Not  at  all. 

Mr.  YoiGT.  The  Government  inA^ested  no  money  in  it? 

Mr.  FiGG.  The  Government  invested  no  money  in  it,  and  had  no 
intentitm  of  investing  any  money  in  it. 

^Ir.  Wilson.  Do  you  know  what  commission  the  American 
Trading  Co.  received  for  buying  this  sugar? 

Mr.  FiGG.  They  would  have  received,  with  Government  consent, 
1  cent  per  pound. 

Mr.  Wilson.  For  buying  it? 

Mr.  FiGG.  Yes. 

Mr.  Wilson.  And  Howell  &  Co.  would  have  received  1  cent  per 
pound  for  selling  it  ? 
Mr.  FiGG.  Yes.  sir. 

Mr.  Wilson.  Is  that  in  any  written  agreement? 

Mr.  FiGG.  I  do  not  know  whether  it  is  or  not;  I  do  not  recall 

whetner  there  is  a  letter  to  that  etl'ect  or  not. 

Mr.  Wilson.  As  t  either  irb  th  ftliemy  ud  n  t  remember? 
Mr.  FiGG.  I  d   n  t  I'ecall;  but  that  was  the  agreement,  and  under- 

st  •  d  by  all  parties  c  nnected  with  it- 
Mr.  Wilson.  The  license  that  H  well  &  C  .  held  prescribed  that  1 

cent  per  p  und  was  the  pr  fit  they  sh  uld  receive?    I  underst  >  d 

y.:u  t  say  that. 

Mr.  FiGG.  There  is  n  thing  in  the  li<'onse  t  >  indicate  that  pr  fit. 
The  license  is  a  general  license  issued  t  >  all  sugar  dealers  of  the 
United  States. 

Mr.  Wilson.  I  underst  d  that,  but  I  th  ught  you  als->  said  that 
their  pr  fit  was  limited  t  >  1  cent  a  p  und  ^ 

Mr.  FiGG.  That  was  by  general  <  rder  of  the  Att  irney  General  t  > 
all  sugar  dealers  in  the  United  States— I  cent  per  p. und. 

Mr.  Wilson.  It  was  n  )t  in  the  license  at  all  ^ 

Mr.  FiGG.  Njt  at  all;  just  a  general  order  that  applied  to  all 
licenses. 

Mr.  Wilson.  Then  if  H  >well  &  C  >.  sh  mid  sell  a  quantity  ( f  that 
sugar  t  '  an  ther  agency  which  als  •  had  a  license,  w  uld  that  other 
agency  be  permitted  t  j  receive  a  pr-^fit  of  1  cent  per  p;)und? 

lAx.  FiGG.  Yesy  sir. 
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Mr.  Wilson.  And  it  w  uld  multiply  many  limes  

Mr.  FiGG  (interposing).  It  w  uld  multiply,  h  wover.  during  ur 
administrati  n — during  the  administrati  n  f  this  Lever  Act  we  tried 
t  prevent  resales  within  the  trade. 

MX.  Wilson.  Did  y  u  prevent  th(^m  i 

Mr.  FiGG.  I  think  we  did,  t   s  mo  extent. 

Mr.  Wilson.  But  thev  c  ukl  resell  t  «  each  ther^ 

Mr.  FiGG.  They  c  uld,  but  it  was  a  practice  that  we  disappr  ved 
cf  and  tried  t  ^  cure.    But  there  was  n  law  abs  lutely  pr  hibiting  it. 

Mr.  Wilson.  Have  y  u  the  rec  rds  f  sugar  trausacti  ns  m  y  ur 

cflGlce?  ,    ,    -r^  p  T  ^• 

Mr.  FiGG.  N  ,  sir;  I  have  n  t.    I  think  the  Department  f  Justice 

has.   You  undertand,  I  am  n  t  c  nnected  with  the  Department  f 

Justice  any  1  nger.  i      .    i    i  ^ 

Mr.  Wilson.  I  kn  w  y  u  are  n  t,  but  I  w  ndered  whether  ( r  n  t 

when  you  were  there  they  had  these  rec  rds  i 
Mr.  FiGG.  Oh,  yes;  c  mplete  rec  rds. 

Mr.  Wilson,  mi  wing  these  transfers  t  r  sales  ii  m  ne  agency  t  > 

another  1  , .       ...         .  , 

Mr.  FiGG.  Oh,  n  ;  I  th  ught  y  u  were  speaking  f  this  particular 

transact!  :n.  ^  , 

Mr.  Wilson.  Well,  take  this  particular  transacti  n.  U  y  u  l^i^  ^ 
h  w  many  times  this  sugar  was  handled,  and  by  h  w  many  different 
afirencies  % 

Mr.  FiGG.  This  particular  sugar  was  handled  by  nly  tw  >  agencies. 

Mr.  Wilson.  And  H  well  &  C  .  s^ld  it  directly-  

Mr.  FiGG  (intwposing) .  Directly  t )  the  c  nsumer. 
Mr.  Wilson.  They  did  n  t  sell  it  t^  any  ther  agency  % 
Mr.  E^GG.  As  I  understand  it;  no.  ^ 
Mr.  McLaughun  of  Michigan.  Who  supplied  the  money  for  the 
purchases  that  were  made  in  Argentina  ?  ,  ,     »  • 

Mr.  FiGG.  It  was  between  B.  H.  HoweU  &  Co.  and  the  American 
Trading  Co.   As  to  the  financial  arrangements  I  am  not  familiar. 

MrVMcLAtJGHUN  of  Michigan.  Who  made  the  purchases  m  Argen- 
tina? 

Mr.  FiGG.  The  American  Trading  Co.,  I  undei-stand. 

Mr.  McLaughlin  of  Michigan.  Had  they  been  domg  other  smular 
business  in  Areentina  before  this  time  ?  •    *  • 

Mr.  FiGG.  TSiey  mamtained  a  purchasing  agency  m  Argentina,  so 
I  suppose  they  had.  I  am  not  familiar  with  the  Ammcan  Trading 
Co.'s  business;  I  do  not  know  that. 

Mr.  McLattghun  of  Michigan.  In  whose  name  was  the  purchase 
made  in  Argentina,  so  far  as  you  know  ?  ^  t 

Mr.  FiGG.  In  the  name  of  the  American  Trading  Co.,  1  suppose. 

Mr.  McLaughlin  of  Michigan.  Now,  I  want  to  ask  you  how  this 
transaction  differM  from  oflier  transactions  that  that  company 
carried  on  and  took  part  in.  They  had  a  license  to  deal  in  sugar,  m- 
cluding  the  importing  of  sugar,  and  you  did  with  them  just  as  you 
did^fdfli  others— you  limited  the  profit  that  they  might  have  to  1  cent 
a  pound.  They  suppHed  the  money,  paid  the  expemes,  made  the 
purchases,  broi^ht  the  sugar  to  this  country,  and  disposed  of  it. 
VHiat  is  the  difference  between  this  transaction  and  other  transao- 
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tions  of  the  samo  company  or  transactions  relating  to  the  importation 
and  sale  of  su^ar  bv  other  hcensed  companies  ( 

^Iv.  FiGG.  So  far  as  I  know  this  is  the  only  deal  in  which  a  Gov- 
ernment agencv^in  this  particular  instance,  both  the  Department 
of  State  and  the  Department  of  Justice-  -asked  or  requested  a  firm  or 
firms  to  cooperate  with  the  Government  in  bringing  sugar  to  this 
country  and  distributing  it  under  the  (hreclion  of  the  Government. 

Mr.  McLaughux  of  Michigan.  How  was  this  sugar  distributed  in 
this  country  under  the  direction  of  the  Government  ? 

Mr.  FiGG.  The  names  of  the  firms  to  which  the  sugar  should  be 
allocated  were  supplied  to  B.  H.  Howell  &  Co-  by  the  Department  of 
Justice. 

Mr.  McLaughlin  of  Michigan.  As  to  that  there  is  testimony  here 
here  that  when  the  price  went  down  and  this  company  was  con- 
fronted with  the  prospect  of  a  loss  your  office  gave  the  names  of 
dealers  in  this  country  to  whom  they  might  deliver  that  sugar  and 
so  save  themselves  from  loss.  It  was  stated  to  us  in  just  exactly 
that  w^. 

Mr,  IlGG.  I  think  that  is  quite  true  in  a  sense.  The  B.  H.  Howell 
Co.  made  out  a  list  of  prospective  customers  for  this  sugar  and  sub- 
mitted it  to  my  office,  and  we  returned  it  to  them,  with  a  few  cor- 
rections, and  O.  KM,  if  vou  please,  the  list  as  submitted. 

Mr.  McLaughlin  of  Michigan.  Why,  they  told  us  they  got  the  hst 
from  you. 

Mr.  FiGG.  Well>  that  i^  quite  true:  it  was  with  my  approval. 

Mr.  McLaughlin  of  Michigan.  And  that  they  got  it  in  this  way— 
I  may  be  wrong  about  it,  but  I  am  giving  my  understanding  of  it. 
When  they  were  confronted  with  a  lo you  gave  them  the  names  of 
companies  in  this  country  to  which  they  imght  sell  that  sugar  and 
save  themselves  from  loss.  If  I  am  wrong  about  that  I  wish  to  be 
corrected  ■ 

Mr.  FiGG-  The  B.  H.  Howell  Co.,  as  I  stated,  first  submitted  to  us 
a  list  of  prospective  customers,  after  we  had  indicated  to  them  the 
class  of  industry  that  we  would  prefer  the  sugar  to  go  to.  Then,  as 
I  say,  we  approved  the  list,  with  a  few  correetions,  as  submitted. 
That  was  before  there  was  any  idea  of  a  break  in  the  sugar  price; 
that  was  when  they  thought  they  were  going  to  get  their  sugar  m 
without  any  question. 

Aft^r  the  sugar  price  broke  and  they  were  confronted  with  a  pros- 
pective loss  I  mm  wrote  to  them  and  gave  them  a  list  of  names,  as 
you  say  has  been  stated,  that  I  thought  might  take  this  sugar.  I 
gave  them  a  list  of  names  of  people  that  had  been  to  my  office  apply- 
ing for  sugar  and  asking  to  be  allocated  some  certain  portion  of  this 
Aigentine  sugar-  I  submitted  that  to  B.  H.  Howell  &  Co.,  and  they 
in  turn  sent  out  a  notice  to  these  firms  that  I  had.indicated  as  pros- 
pective customers  ^locating  them  certain  quantities  of  this  sugar, 
stating  that  it  was  allotted  to  them  under  the  direction  of  the  Depart- 
ment of  Justice.  A  few  of  those  firms,  I  believe,  took  some  of  that 
sugar,  and  others  said  no,  they  did  not  want  it  now,  because  there  was 
a  falling  market  confronting  them. 

Mr.  McLaughlin  of  Michigan.  In  your  direction  of  sugar  matt^ 
and  other  transactions  did  you  pursue  anything  like  that  course  with 
other  dealers? 

Mr-  FiGG.  We  never  had  a  similar  case;  no,  sir. 
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Mr.  McLaughlin  of  Michigan.  You  never  had  occasion  to  direct 
other  companies  to  purchasers  that  they  should  deal  with? 
Mr.  FiGG.  Not  at  all  ;  no,  sir. 

Mr.  McLaughlin  of  Michigan.  And  you  never  made  any  suggestion 
to  anyone  as  to  the  persons  they  might  deal  with? 

Mr.  FiGG.  No,  sir. 

Mr.  HvTcraNsoN.  It  was  stated  before  the  committee  that  they 
had  a  ehance  to  resell  it  in  the  Argentine,  but  the  Government  forbade 
them  to  do  that. 

Mr.  Kkk;.  That  is  quite  true;  yes,  sir. 

Mr.  TiNdiKii.  What  do  you  niean  by  ''the  Grovemment Which 
Government  s  Do  you  mean  that  this  Government  refused  to  let 
them  sell  it  ? 

Mr.  Hutchinson.  Yes.  I  can  not  get  it  through  my  mind  how  you 
could  go  over  to  Xew  Yoi-k  and  appoint  an  agency  to  buy  sugar  there, 
give  them  a  certain  permission,  and  tliis  Government  not  be  respon- 
sihle  for  that  loss. 

Mr.  ^h'LAUGiiMX  of  Michigan.  That  is  not  the  situation  as  this 
gentleman  had  disclosed  it.  He  says  these  were  two  companies  that 
were  deahng  in  sugar,  who  had  licences  to  (knd  in  sugar,  that  were 
permitted  to  continue  under  their  licenses,  and  their  profit  in  their 
transactions  were  hmited.  This  gentleman  luis  not  said  that  they 
employed  these  people  as  agents  of  the  Government  to  buy  for  the 
Government. 

Mr.  McKtxley.  Is  it  not  a  fact  that  on  April  26,  1920,  there  was 
an  enihargo  in  Ai-gentma  prohibiting  the  shipping  of  any  sugar  out 
of  there? 

Mr.  FiGG.  Yes,  sir. 

Mr.  McKixLEY.  Is  it  not  a  fact  that  the  State  Department  com- 
municated to  you  the  idea  that  they  could  get  that  embargo  lifted 
if  the  United  States  Government  asked  for  it? 

Mr.  FiGG.  They  had  been  so  uaformed  by  cable  from  the  American 
ambassador  at  Buenos  Aires. 

Mr.  McKiNLKY.  Did  you  instruct  the  American  Traduig  Co.  to 
buy  sugar  in  Argenthia? 

Mr.  FiGG.  Yes:  ;vou  might  so  interpret  it. 

Mr,  McKiNLEY.  At  wliat  price? 

Mr.  FiGG.  At  the  cheapest  price  tlicy  possil>]y  con  hi  get  it  at. 
Mr.  McKiNi.EY.  How  main  tons  did  you  tell  tliem  to  buy  ? 
Mr.  FiGG.  The  idea  was  to  buy  all  available. 
Mr.  McKiNLEY,  What  profit  per  pound  did  you  permit  them  to 
make  ? 

Mr.  FiGG.  The  American  Tradixig  Co.  ? 

Mr.  McKixLEY.  Yes. 
Mr.  FiGG.  One  cent. 

Mr.  McKiNLEY.  Did  they  have  any  costs  out  of  their  1  cent? 
Mr.  FiGG.  I  imagine  they  had  considerable  costs  out  of  their  1  cent. 
Mr.  M(  KiNLEY,  How  much  net  would  that  probably  leave  them 
per  pound  ? 

Mr.  FiGG.  I  am  afraid  I  can  not  answer  that  question  very  accu- 
rately. I  should  imagine  it  would  cost  the^m  at  least  a  half  of  that 
1  cent  for  expenses. 

Mr.  McKiNLEY.  Did  you  order  B.  H,  HoweU  &  Co,  to  sell  the 
sugar) 
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Mr.  Fi(iG.  Yes,  sir. 

Mr,  McKixT.EY.  Did  you  practically  dictate  to  them  to  whom 
they  could  sell  ? 

Mr.  FiGG.  I  did;  vos,  sir. 

Mr.  McKiNLET.  What  profit  did  you  permit  them  to  make  ? 

Mr.  FiGG.  One  cent  poi-  pound. 

Mr.  McKiNT.EY.  Would  thiit  all  be  net? 

Mr.  FiGG.  I  should  not  think  so:  no,  sir. 

Mr,  McKiNLEY.  How  much  profit  would  that  be  net  ? 

Mr.  FiGG.  I  suppose  there  would  be  some  expense  to  the  American 
Trading  Co,  out  of  that  1  cent.    That  was  1  cent  gross  profit. 

Mr.  McKiNLBT.  How  much  do  you  imagine  the  American  pubUc 
probably  made  by  your  breaking  the  price  of  sugar,  the  breakmg  of 
the  Cuban  comer  hy  the  importation  of  this  Ai^entine  sugar  ? 

Mr.  FiGG.  I  do  not  think  it  is  possible  to  estimate  that,  but  it  is 
tremendous,  because  it  produced  the  first  tendency  to  a  downward 
market,  and  the  market  has  been  downvv'ard  ever  since.  The  Amert- 
can  peoole  have  been  saved  untold  millions. 

Mr.  McKiNLET.  If  the  Government  had  permitted  it,  could  the 
American  Trading  Co.  and  B.  H.  Howell  &  Co.  have  saved  themselves 
from  loss  by  selling  the  9,000  tons  of  sugar  in  Argentina  ? 

Mr.  FiGG.  They  so  stated.  I  do  not  know  anything  about  the 
Argentine  market,  but  they  stated  they  could. 

Mr.  McKiNLEY.  That  is  all.  »      •  m_ 

Mr:  Wilson.  How  many  tons  of  sugar  did  the  American  Trading 
Co.  purchase  in  Argentina?  , 

Mr.  FiGG.  I  think  approximately  14,000  tons— just  a  few  tons 

less  tlian  14.000,  n    ^  ■ 

Mr.  WiT.sox.  And  vcu  allowed  them  one  cent  profat  for  buying 
the  sugar  and  one  cent  profit  for  selling  the  sugar  to  Howell  &  Co.  i 

Is  thht  it  ? 

Mr.  F'iGG.  That  is  correct. 

Mr.  McKixLET.  No,  that  is  not  correct. 

Mr.  W1T.SOX.  T  understand  that  from  his  testimony. 

Mr.  McKixLFY.  Tl\e  American  Trading  Co.  made  1  cent,  and  How- 
ell made  1  cent  when  they  sold  it.  , 

Mr.  WiLsox.  T.et  me  see  whether  I  understand  it  correctly. 
You  i>lloA\od  the  American  Trading  Co.  1  cent  per  pound  for  pur- 
chasint;  the  sucrar  in  the  Argentine,  and  then  you  allowed  them 
to  sell  it  to  H(av(>ll  &  Co.  for  1  cent  profit? 

Mr.  FiGG.  No.  sir.  , 

Mr.  Wii>s()x.  I  undeistood  you  to  say  that.  Your  testimony  WiU 
show,  T  think,  l)ut  T  want  to  clear  that  up  now.  ■   ^       m  j- 

Mr.  FiGG.  That  is  quite  uicorrect.  The  American  Tradm^  tg- 
were  allowed  1  cent  a  pound  for  purchasing  the  sugar.  The  B-  H. 
Howoll  Co.  wore  allowed  1  cent  a  pound  for  distnbutmg  or  selling 
the  sugar  in  this  country.    That  Avas  the  entire  profit  allowed  on  the 

transaction. 

Mr.  WiLSOX.  I  am  glad  to  have  it  cleared  up. 

Mr  PunxELL.  Wheu  vou  entered  inio  this  arrangement  With  the 
American  Trading  Co.  about  hcw  many  tons  did  you  expect  then 
to  buy  in  Ai'gentina  ? 
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Mr.  FiGG.  I  hoped  they  would  be  able  to  buy  all  that  had  been 
indicated  by  the  American  embassy. 
Mr.  Pt^rxei-e.  How  much  was  that  ? 

Ml-.  FiGG.  They  had  said  between  70,000  and  100,000  tons. 

Mr.  PuRNELT,.  Then  there  would  have  been  a  gross  profit  to  the 
American  Trading  Co.  of  about  STOO.OOO  ?    Is  that  correct? 

Mr.  FiGG.  I  have  not  figured  it  up.  but  I  suppose  so. 

Mr.  Wilson.  Before  you  leave  that  point,  were  these  long  or 
short  tons  ? 

Mr.  FiGG.  I  understand  them  to  be  long  tons. 
Mr.  Wilson.  That  may  be  quite  important. 

Mr.  PuRNELL.  I  am  not  so  much  mterested  m  the  actual  numl)cr 
of  tons  as  I  am  in  finding  out  the  intent  of  the  Department  of  Justice 
with  respect  to  the  transaction.  In  any  event,  it  would  result  m  a 
very  large  profit  to  the  American  Trading  Co.  ?  n     .  • 

Mr,  FiGG.  It  would  result  in  a  very  large  profit  to  the  Ameruan 
Trading  Co.  It  would  be  according  to  the  risk  taken :  the  more  sugar 
purchased  the  greater  the  risk,  and  also  the  greater  the  amount  of 
capital  involved. 

Mr,  PuRNELL.  Well,  now,  what  risk  did  they  take? 

Mr.  FiGG,  Why,  I  suppose  there  would  be  the  natural  risk  in  buying 
that  quantity  of  sugar  in  the  Argentine  or  any  other  foreign  country. 

Mr.  PuRNELL.  Certainly;  that  is  the  very  pomt  I  wish  to  bring  out, 
and  I  think  your  statement  bears  out  my  idea  about  the  matter 
entirely— that  they  did  assume  a  risk.  This  was  not  a  case  m  which 
they  acted  entirely  as  an  agent  of  the  Government,  but  in  return  tor 
the  possibility  of  making  a  big  profit  they  assumed  a  risk,  as  thousands 
t)f  other  people  did  during  the  war.  Is  it  not  a  fact  that  none  of  you 
expected  them  to  suffer  a  loss  ? 

Mr.  FiGG.  Quite  true. 

Mr.  PuENELL.  There  was  not  anything  said  about  a  loss  when  you 
took  the  matter  up. with  the  American  Trading  Co.  or  ike  Howel  Co.  ? 
Mr.  FiGG.  Not  that  I  know  of. 

Mr.  PuBNELL.  At  the  very  time  you  designated  them  as  the  agents 
of  the  Government  the  Sugar  Equalization  Board  was  in  existence 
and  had  in  its  treasury  over  $40,000,000  wMch  represented  profits  or 
savings,  as  has  been  testified  to.  You  fully  expected  there  would  he 
a  large  profit  to  the  American  Tradmg  Co.  and  to  the  Howell  Co.,  did 

you  not?  n      ,  £i. 

Mr.  FiGG.  Quite  true;  I  supposed  they  would  make  a  proht. 

Mr.  PxjBNELL.  Now,  the  weak  point  in.  this  whole  case  to  me  is  just 
this:  If  the  Department  of  Justice,  the  Department  of  State,  the 
American  Trading  Co.,  and  Howell  &  Co.  all  expected  there  would  be 
a  large  profit,  the  thing  I  can  not  understand  is  why  the  Department 
of  Justice,  in  the  interest  of  the  people,  was  not  wilhng  or  anxious  to 
have  that  profit  made  by  the  Sugar  Equalization  Board,  to  add  to  its 
accumulation  of  140,000,000  profit  ? 

Mr.  FiGG.  In  other  words,  why  we  did  not  put  this  up  to  the  bugar 
Equalization  Board  and  ask  them  to  make  the  purchase? 

Mr.  PuBNBLL.  Exactly. 

Mr.  FiGG.  I  tried  to  explain  that  a  moment  ago  by  making  tins 
statement,  that  we  were   informed  this  sugar  was  there  and  could 
be  secured  on  an  immediate  purchase.   We  had  to  act  quickly. 
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Mr.  PuRNEix.  You  think  the  Sugar  Equalization  Board  could  not 
have  acted  quickly? 

Mr.  FiGG.  I  do  not  know;  I  did  not  think  they  could. 

Mr.  PuKNELL.  Did  you  take  it  up  with  the  board  ? 

Mr.  FiGG.  I  did  not.  I  am  only  stating  my  own  opinion  of  the 
case. 

Mr.  PuBNEix.  Did  you  discuss  the  matter  with  the  Attorney 
General  ? 

Mr.  FiGG.  Yes;  quite  fully. 

^Ir.  PuRNELL.  Did  h(*  agree  with  you  that  you  should  handle  the 
matter,  rather  than  turn  it  over  to  the  Sugar  EquaUzation  Board  ? 

Mr.  FiGG.  I  think  he  was  quite  in  accord  with  my  views;  yes.  In 
the  first  place,  you  understand,  the  Sugai*  Equalization  Board  had  no 
purchasing  agency  in  Argentina;  they  would  have  had  to  establish  one. 

Mr.  PuRNELL.  Well,  it  seems  to  me,  ^Ir.  Figg,  that  several  state- 
ments made  by  you  would  indicate  there  was  a  possibility  of  loss  and 
that  there  was  a  risk  assumed.  You  stated  a  while  ago  that  as  soon 
as  the  embargo  broke  and  ^'  they'^ — meaning  Howell  &  Co.  and  the 
American  Trading  Co. — were  confronted  with  a  loss,  you  immediately 
furnished  them  a  list  of  purchasers  to  whom  they  might  sell  this 
sugar. 

Mr.  Jacoway.  Without  a  loss. 

Mr.  PuRNELL,  Certainly,  without  a  loss.  Now,  in  making  that 
eflFort  to  help  them  allocate  this  sugar  and  prevent  a  loss  did  you  at 
that  time  believe  that  they  would  individualh'  suffer  the  loss? 

Mr.  Figg.  At  the  time  I  furnished  the  names? 

Mr.  PuRNELL.  Yes.  In  other  words,  were  you  trying  to  help  them 
prevent  a  loss  to  themselves  ? 

Mr.  Figg.  I  was,  certainly. 

Mr.  PiTRNELL.  What  was  your  thought,  Mr.  Figg,  at  the  time  this 
transaction  was  entered  into  about  any  possible  loss  or  risk? 

Mr.  Figg.  There  was  no  idea  or  thought  of  such  a  thing  as  a  loss. 
It  did  not  seem  possible  that  a  loss  could  result. 

Mr.  PuRNELL.  Is  it,  in  your  judgment,  the  action  of  a  prudent 
business  concern  to  enter  into  a  transaction  of  such  a  magnitude  as 
tiiat  without  any  thought  of  what  might  occur  ? 

Mr.  Figg.  I  can  not  speak  for  the  judgment  of  those  particular 
business  concerns     I  do  not  know  what  their  policies  are. 

Mr.  PuRNELL.  Perhaps  you  do  not  know  what  they  thought,  but 
the  thing  I  am  trying  to  get  at  is  whether  or  not  at  any  time  anything 
was  said  on  either  side  about  a  loss  being  sustained  ? 

Mr.  Figg.  Not  at  all. 

Mr.  PuRNELL.  Then,  would  it  be  natural  to  assume  that  they 
expected  to  maJce  a  profit,  and  thereby  accept  any  loss  that  might 
occur? 

Mr*  Figg.  It  is  quite  true  that  they  no  doubt  went  into  the  trans- 
action, as  it  was  a  very  heavy  financial  transaction  and  one  that 
involved  a  great  deal  of  money — if  the  quantity  of  sugar  had  been 
purchased  •  that  was  expected  could  be  purchased  it  would  have 
involved  a  very  lai^e  sum  of  money,  and  no  doubt  they  figured  that 
they  would  make  a  profit. 

PuRNELL.  A  very  lai^  profit? 

Mr.  Figg.  They  would  unquestionably  have  made  a  profit;  how 
la^j  I  can  not  say.  But  there  was  no  thought  of  a  loss  being  sus- 
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tamed.  The  Government  did  not  consider  that  a  loss  could  be 
SUStamed.  I  am  sure  the  firms  that  were  interested— it  never  entered 
then-  heads  that  a  loss  could  be  sustamed.  And  if  it  had  not  been  tor 
the  misleading  of  the  Argentine  Government  in  the  issuance  ot  the 
permit  there  would  have  been  no  loss  sustained.  Conditions  developed 
that  none  of  us  realized  or  recognized  might  happen. 

Mr  McLaughltx  of  Michigan.  I  did  not  catch  your  last  answer.  ^ 
Mr  Figg  If  it  had  not  been  for  the  Argentine  Government  s 
communication  or,  if  you  please,  misrepresentation  as  to  the  issuance 
to  the  permit  there  would  have  been  no  loss  sustamed.  In  other 
words,  if  the  deal  had  been  consumniated  as  origmaUy  outlmed  it 
would  have  been  successful  to  all  parties.  ^ 

Mr.  McLaughun  of  Michigan.  That  is,  the  Argentine  Government  - 
assured  our  Government  that  the  purchase  would  be  permitted  and 
the  exportation  from  that  country  would  be  permitted  and  then  the 
Argentine  Government  changed  its  mind  or  made  a  different  ru  ing  i 
fir.  Figg.  I  do  not  know  that  they  changed  their  mmds  but  our 
embassy  cabled  the  State  Department  that  if  the  Uni  ed  btates 
would  name  a  firm  or  firms  that  would  handle  this  sugar  the  Argen- 
tine Government  would  lift  the  embargo  or  would  issue  a  permit  to 
these  firms  designated  by  the  United  States  Government  to  handle 
this  sugar.  And  when  the  firms  were  secured  to  handle  the  sugar  an 
application  was  made  to  the  Argentme  Government  for.  the  issuance 
of  the  permits  and  the  hftmg  of  the  embargo,  but  the  Argentine 
Government  had  in  the  n^ean  tune  imposed  certam  penaltie^  or 
restrictions  on  the  issuance  of  this  permit  that  made  it  impossible  to 
exDort  under  those  restrictions.  ,  ^ 

Mr.  MoLaughijn  of  Michigan.  Do  yon  know  what  those  restric- 

*°^^GG.  They  were  the  deposit  of  30  per  cent  of  the  total  amount 
of  sugar  purchased,  of  "pelay/'  a  certain  class  of  sugar  manufactured 
S  the  Aentine-^that  30  per  cent  of  this  sugar  should  be  pelay 
sugar  aiidT>e  left  on  deposit  with  the  Argentme  Government  subject 
to  repurchase  hy  the  Argentine  Government  at  a  future  date  at  a 
price  then  below  the  pnce  they  were  paying  for  the  sugar  m  the 
jflLr  tine 

|fr^:^NELL.  Did  you  ever  have  any  transactions  prior  to  this 

'^t'R^°NJTr°°3ri'1night  say  the  B.  H.  Howell  Co,  had 
c^mA     'tto  by  the  Food  Admrn^tra- 

tion  for  the  regulation  of  sugar.  ,       .       .  * 

Mr  McLaughun  of  Micliigan.  And  these  importers  were  not 
willing  to  comply  with  that  regulation  issued  by  the  Argentme 

^  Mr.^E?GG.  It  was  an  imposdble  regulation;  they  could  not  comply 
with  it.  It  would  have  increased  the  pnee  of  the  sugar  brought  mto 
the  United  States  to  a  price  even  greater  than  t^^^^^igh^ice^J  ^^^re 
paying  for  the  Cuban  sugars ;  and  our  whole  idea  m  the  transacUon  was 
to  brino-  this  sugar  in  here  at  a  lesser  price. 

MclLugIlin  of  Michigan.  J>k  the  State  Department  ever 
take  it  up  with  the  State  Department  of  AigentmaU 
Mr.  Figg.  Quite  in  detail;  yes,  sir. 
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Mr.McLAUGHLiN  of  Michigan.  To  the  effect  that  they  had  promised 
to  permit  the  exportation  of  that  sugar,  and  hiter  had  imposed  such  re- 
strictions on  it  as  to  practically  withdraw  the  permission  to  export  it? 

Mr.  FiGG.  Yes,  sir;  they  did. 

Mr.  McKiNLEY.  Did  they  not  later,  at  the  end  of  60  days,  withdraw 
those  restrictions  ?  ^  . 

Mr.  Ftgg.  They  withdrew  those  restrictions  on  the  request  of  our 
Department  of  State,  but  before  that  was  accomplished  they  had 
taken  it  up  with  the  President  of  Argentina. 

Mr.  McLaughlin  of  Michigan.  Do  you  not  think  our  State  Depart- 
ment was  seriously  at  fault  in  that  matter  ? 

Mr.  FiGG.  I  can  not  say  that  they  were;  no,  sir.  They  made  every 
effort  possible  to  secure  these  permits. 

Mr.  McLaughlin  of  Michigan.  Then  our  Government  has  not  done 
anything  in  Argentina  the  result  of  which  is  a  loss  to  these  people  I 

Mr.  Pigg.  Our  Government  ? 

Mr.  McLaughlin  of  Michigan.  Yes. 

Mr.  FiGG.  Our  Government  made  every  effort  to  prevent  a  loss. 

Mr.  McKiNLEY.  Is  it  a  fact  that  oiir  Government  would  not  let 
them  sell  the  sugar  there  ? 

Mr.  FiGG.  We  did  prevent  them  from  reseUiog  the  sugar  in  Argen- 
tina. 

Mr.  McLaughlin  of  Michigan.  Tell  us  about  that,  please. 

Mr.  FiOG.  I  do  not  beUeve  I  can  tell  you  the  dates;  probably  Mr. 
Franklin  can  refresh  your  memory  on  that,  as  to  the  date  he  came 
to  me  and  asked  me  to  permit  them  to  resell  the  sugar  in  Argentina. 

Mr.  Franklin.  That  is  in  the  record — July  29. 

Mr.  FiGG.  I  said  it  was  a  matter  I  would  have  to  take  up  with  the 
State  Department,  as  the  State  Department  had  to  handle  the 
transaction  with  the  Argentine  Government,  and  I  told  him  I  would 
be  very  glad  to  go  to  the  State  Department  and  see  if  they  would 
permit  of  the  resale  of  this  sugar  in  Argentina.  I  did  so,  and  found 
Jdr.  Stimson,  our  American  iGnbassador  in  Argentina,  at  that  time 
in  the  State  Department,  so  I  took  it  up  personally  with  him,  as  he  had 
made  the  prehminary  negotiations  in  Argentina.  He  said  it  would 
be  a  very  great  mistake,  as  he  had  represented  to  the  Argentine  Govern- 
ment that  this  purchase  was  being  made  on  behalf  of  the  American 
Government,  and  that  it  would  put  us  in  jery  bad  repute  to  go  down 
,  there  and  resdl  this  sugar  to  the  Argentine  Government  when  their 
price  had  increased  very  largely  as  a  result  of  this  heavy  pnrdiase 
of  their  sugar  by  the  United  States  Government. 

I  reported  to  Mr.  Franklin  the  attitude  of  the  Department  of  State 
on  that,  and  he  asked  for  permission  to  negotiate  with  the  State  De- 
partment direct,  saying  that  if  I  had  no  objection  he  would  take  it 
up  with  the  State  Department  and  see  if  they  could  not  do  something. 
I  told  him  it  was  quite  agreeable  to  me,  tJiat  the  price  of  sugar  in  this 
eotmtry  was  broken,  we  were  getting  a  goodly  supply  in  then,  and  if 
there  was  anything  possible  to  be  done  to  prevent  a  loss  I  was  quite 
in  accord  with  it. 

He  took  it  to  the  State  Department,  and  after  much  n^otiatioa 
they  finallv  got  consent,  and  oiOfered  lids  sugar  to  the  Aj^entme  Gov- 
ernment; but  by  the  time  they  got  this  consent,  which  I  supnose  was 
three  or  four  weeks,  the  price  of  sugar  in  Argentina  had  broKen,  and 
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consequently  they  would  haA'e  had  to  sell  the  sugar  in  Argentina  at 
a  loss.  So  it  was  bettor  to  ship  the  sugar  m  here  and  sustain  the  loss 
in  the  United  States  than  in  Argentina. 

Mr.  TixciiER.  On  what  do  you  base  the  statement  that  the  price 
of  suo^ar  in  Argentina  had  broken — that  if  they  had  sold  the  sugar  in 
Argontina  they  would  have  had  to  sell  it  at  a  loss?  They  olt'ered  the 
sugar  to  the  Argentine  Government  at  a  profit,  and  the  offer  was  not 
accepted.  Now,  I  want  to  ask  where  you  get  the  information,  or 
what  there  is  that  you  can  put  in  the  record  that  will  be  convincing 
on  the  subject  that  tbev  would  have  had  to  sell  it  there  at  a  loss. 

Mr.  Fico.  Mv  only  information  on  that  subject.  Mr.  Tincher,  is  the 
fact  that  I  was  iuformed  by  Mi\  Franklin,  I  thhxk,  that  the  price  had 
broken  in  Argentina. 

Mr.  Franklin.  The  State  De])artment  cables  also  indicate  that. 

Mr.  Tincher.  The  offer  that  was  made  to  the  Argentina  Govern- 
ment that  was  put  in  the  record  the  other  day  indicated  a  consider- 
able prolit  that  they  asked  for  it.  You  told  i\v.  Wilson,  as  I  und(;r- 
stoocl  it.  in  regard  to  this  profit  of  each  of  these  companies-— that  is, 
the  buving  coiupany  and  the  distributing  company — that  it  was  1 
cent  a  pound  to  each,  and  then  the  sugar  went  direct  t<^  the  consumer. 
You  did  not  mean  that  entirely,  did  you?  There  was  not  anything 
in  the  regulations  to  prevent  these  com])anies  from  selling  this  sugar 
to  wholesalers,  and  they  did  sell  considerable  of  it  to  wholesalers,  did 
they  not  ? 

Mr.  FiGG.  That  is  quite  true;  yes. 

Mr.  TiNCHEK.  So  you  did  not  mean  to  say  there  would  not  have 

-been  some  other  l-ceiit  profits? 

Mr.  FiGG.  There  might  have  been,  but  the  indication  on  our  part 
was  that  it  should  go  to  the  legitimate  dealers,  as  we  called  them  at 
that  time,  so  that  it  might  get  into  the  essential  industries. 

Mr.  Tincher.  Your  letter  is  in  the  record  in  which  you  furnished  a 
list  of  proba])le  purchasers  for  this  sugar.  As  I  recall  that  list  now^ 
it  is  made  up  mostly  of  manufacturers.  Could  not  they  have  s(^ld  to 
wholesalers?  There  was  not  anything  to  keep  them  from  selling 
that  sugar  to  any  w^iolesaler  in  tlie  United  States,  was  the:*e? 

Mr.  FiGG.  Excepting  that  they  would  sulmiit  our  distribution. 

Mr.  Tincher.  And  you  do  not  remember  any  proposed  pur- 
chasers that  they  had  for  this  sugar  at  any  time  ^ 

Mr.  FiGG.  I  do  ;  ves,  sir. 

Mr.  Tincher.  Who  were  they? 

Mr.  FiGG.  I  could  not  tell  you  the  names.  But  1  lemtMnber  the 
B.  H.  Howell  Co.  sent  me  ahst  of  names  for  my  ai)prt)Viih  aud  on  that 
list,  as  I  remember,  I  struck  out  two  or  three  names  and  approved  the 
balance  of  the  Ust, 

Mr.  TiNCHEE.  Can  we  have  that  hst,  before  and  after,  for  the 
benefit  of  the  record? 

Mr.  FiGG.  Mr.  Bruen  is  here  representing  B,  H.  Howell  &  Co. 
Mr.  Bruen,  have  you  that  list? 

Mr.  Bruen.  No;  I  have  not. 

Mr.  FiGG.  That  is  the  only  place  I  know  of  that  it  would  be. 

Mr.  TiNCHEE.  Mr.  Hoover,  at  the  time  this  executive  order  from 
the  Pr^ident  was  issued,  that  you  have  read  into  the  record,  was  a 
director  of  the  corporation  known  as  the  Sugar  Equalization  Board, 
was  he  not? 
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Mr.  FiGG.  Yes,  sir. 

Mr.  TiNCHER.  He  had  not  resigned  as  a  director  of  that? 

Mr.  FiGG.  Not  as  a  director  of  the  Sugar  Equahzation  Board. 

Mr.  Tixc  HER.  On  the  other  hand,  his  name  is,  as  I  recall  it,  signed 
to  tlie  letter  to  the  President  asking  authority  to  purchase  sugar. 
As  I  recall  it,  months  after  that  time,  Mr.  Hoover  appeared  hefore 
the  Judiciiirv  Committee  and  testified  that  he  was  still  favorable  to 
the  Sugar  Equahzation  Board's  functioning.  That  was  after  this 
order  ]i:id  been  issued,  and  the  President  nowhere  in  this  order  gives 
you  riny  spe'^ific  direction  to  supei'sede  or  take  over  the  work  of  the 
Sugar  EqualizjUion  Board,  does  he? 

Mr.  FiGG.  Not  specifically;  he  speaks  of  foods. 

Mr.  TixcHER.  But  lie  means  grain. 

Mr.  FiGG.  No;  lie  eliminntes  grain. 

Mr.  Tixcher.  He  docs  not  mention  a  word  about  the  corporation, 
in  which  he  is  still  a  stockholder,  th^t  has  a  large  amount  of  money 
in  its  t-'e^sury,  known  as  the  Sugir  E-ju  Uiz  ition  Board.  You  speak 
about  the  Sugar  Equ  ahzation  Bo  n\\  asking  Congress  for  an  extension 
of  authority.  As  T  understand  it,  there  w.i<  not  any  question  but 
what  they  had  a  right  to  purchase  the  sugar  I 

Mr.  FiGG.  None  at  all. 

Mr.  TixciiER.  But  your  understandini.>:  is  that  they  wanted  their 
time  extended,  so  that  there  would  not  be  any  question  about  their 
power  of  distribution  'i 

Mr.  FmG.  Quite  right. 

Mr.  TixcHER.  You  have  never  made  any  (■omputation  at  any  time 
to  see  how^  much  the  gross  profit  to  the-^e  twv>  companies  that  you 
sug2:ested  purchase  this  sugar  down  in  Argentina  would  be  ? 

Mr.  FiGG.  No,  I  do  not  think  so. 

Mr.  TiNCHER.  On  this  subject  of  o;ross  profit  Mr,  Post,  I  believe, 
testified  that  the  1  cent  profit  was  what  would  ordinarily  be  termed 
a  net  profit:  that  it  was  subject  only  to  deductions  for  expense  in 
running  the  busmess,  the  general  overhead  expense,  and  their  excess- 
profits  tax.  Ordinarily  business  concerns  do  not  figure  profit,  of 
course,  imtil  they  have  deducted  the  excess-profits  tax,  do  they  ?  It 
was  not  contemplated  that  they  would  take  out  freight  charges  or 
expenses  of  that  kind  from  this  I  cent  a  pound  1 

Mr.  FiGG.  Not  at  all. 

Mr.  TixcHER.  You  did  not  ^arantee  them  against  loss  in  any  way  ? 
Mr.  FiGG.  No  loss  was  considered. 

Mr.  TixciiER.  You  wrote  them  a  letter  in  which  you  said  you 
thought  k  tiiey  would  handle  the  matter  in  a  certain  way  they  would 
not  lose  anytiaing  on  the  transaction.  When  you  wrote  that  letter 
you  did  not  contemplate  this  Grovemment  paying  them  any  loss? 

Mr,  FiGG.  The  loss  was  not  considered  from  the  standpoint  of  the 
Government's  reimbursing  them  at  all. 

Mr,  TixcriBR,  That  is  all. 

Mr.  McLaughlin  of  Nebraska.  Mr.  Chairman,  inasmuch  as  the 
questions  that  have  be^  asked  this  morning  have  already  been 
miswered  in  the  record  six  or  seven  timeSi  I  do  not  care  to  have  them 
answered  to  the  ninth  degree. 

Mr.  Jacoway.  Just  one  question,  Mr.  Figg.  Was  there  ever  a  time 
in  the  history  of  this  whole  transaction  when  B.  H.  Howell  &  Co.  and 
the  American  Trading  Co.  could  have  acted  on  their  own  initiative, 
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or  by  and  with  the  consent  of  the  Government,  tlirough  the  Depart- 
ment of  Justice,  and  sold  this  sugar  without  a  loss? 

Mr.  Figg.  I  do  not  know  that  I  can  answer  that  question. 

Mr.  Jacoway.  What  is  your  idea  about  it?  It  is,  of  course,  quite 
obvious  that  if  they  could  have  resold  their  sugar  hi  Argentina— 
w^hat  I  want  to  know  is,  could  it  have  been  done? 

Mr.  Figg.  Without  Government  interference  ^ 

Mr.  Jacoway.  Yes. 

Mr.  Figg.  It  could  have  been  done;  yes,  sir. 

Mr.  Jacoway.  They  could  have  sold  the  sugar  by  acting  on  their 
own  initiative  at  some  time  in  the  history  of  this  transaction  and  not 
have  suffered  a  loss  ? 

Mr.  Figg.  Without  question. 

Mr.  HuLiNGS.  What  is  the  amount  involved  m  this? 
Mr.  Figg.  As  to  dollars  and  cents  ? 
Mr.  Hulings.  Yes,  sir. 

Mr.  Figg.  I  am  afraid  I  shall  have  to  let  the  commercial  interests 
answer  that  question  for  you.  There  were  about  14,000  tons  pur- 
chased. 

Mr.  Huongs.  Fourteen  thousand  tons  at  2  cents— 1  cent  a  pound 
profit  to  the  American  Trading  Co.  and  the  other  1  cent  to  Howell  & 
Oo.— w^ould  amount  to  about  8629,000  profit.  I  suppose  that  means 
profits  without  any  deductions  for  freights;  it  means  net  profits? 

Mr.  Figg.  We  will  speak  of  it  as  net  profits. 

Mr.  Hulings.  Had  70,000  tons  been  purchased  the  profits  would 
have  amounted  to  $3,139,000.  Now,  they  were  takinsz  a  chance  on 
getting  those  profits.  They  knew  as  much  about  the  busmess  as 
anybody  else,  and  probably  more,  and'  they  were  willing  to  take  the 
chance.  Now,  do  you  think  it  is  proper  for  them  to  come  in  now^  and 
ask  the  Government  to  recoup  them  for  the  loss  that  occurred^ 

Mr.  Figg.  I  unquestionably  think  they  have  a  very,  very  strong 
moral  claim  on  the  Government  for  reimbursement  of  their  loss,  on 
the  ground  that  they  went  into  the  deal  primarily  at  the  Govern- 
ment's request,  and  secondly,  that  the  Government  prevented  them 
from  reselling  their  sugar  at  some  time  or  other  during  the  transac- 
tion when  they  might  have  come  out  whole. 

Mr*  Hulings.  In  the  computation  of  losses  do  they  take  into 
account  all  the  profits  that  they  made  on  the  14,000  tons  that  they 
<iid  bring  in  ? 

Mr.  Figg.  Thev  are  only  asking  for  reimbursement  of  loss  on  the 
14,000  ton^.  They  did  not  purchase  any  other  sugar,  and  of  that 
14,000  tons  they  disposed  of  5,000  tons,  on  which  they  received  a 
profit,  the  profit  that  had  been  designated.  They  have  9,000  tons, 
89  I  understand  it,  yet  on  hand  that  they  have  sustained  a  loss  on, 
or  on  which  they  will  have  to  sustain  a  loss  when  they  sell  it.  And  1 
understand  ^ey  hav^  taken  into  consideration  the  profits  made  on 
the  5,000  tons  and  expect  to  turn  that  profit  over  to  the  Sugar 
Equahzation  Board  as  a  part  of  the  reimbursement. 

Mr.  Young.  They  are  just  asking  to  be  let  out  without  any  loss 
and  without  any  profit  ? 

Mr.  FiGMl.  Without  loss  and  without  profit. 

Mr.  RuBEY.  I  have  no  questions,  Mr.  Chairman.  I  have  hstened 
very  carefully  to  the  other  gentleiara,  and  I  believe  they  have 
covered  everythmg. 
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Mr.  Rainey.  Mr.  Figg,  would  you  not  add  a  third  moral  obligation,, 
based  on  the  representation  of  our  ambassador  down  there.  Mr. 
Stimson.  to  the  Ai^entine  Government,  that  these  people  in  all 
likelihood  were  acting  as  agents  for  the  Government  of  the  United 

States?  .  ,  .       1  • 

Mr.  FiQG.  I  think,  Mr.  Rainey,  that  without  question  there  is  a 
very  strong  moral  obhgation  on  the  part  of  the  Government  on  that 
ground,  as  the  Argentine  Government,  in  their  final  issuance  of  this 
permit,  when  they  removed  the  restrictions  stated  that  they  were 
removing  the  restrictions  for  the  United  States  Government,  desig- 
nating in  their  permit  for  the  export  of  this  sugar  the  United  State* 
Government  and  not  the  American  Trading  Co. 

Mr.  HuuNGs.  What  becomes  of  the  balance  of  the  70,000  tons? 
Was  that  bought  ? 
Mr.  Figg.  No.  ,      ^        ,         . ,  ^ 

Mr.  HuuNGS.  Only  so  much  of  it  was  bought  as  they  could  trans- 

'^^Mr.  Figg.  There  were  only  14,000  tons  purchased  when  they  found 
out  it  was  impossible  to  export  it  on  account  of  the  restrictions  down 

Mr.  McKiNLBT.  Is  it  not  a  fact  that  finally  the  permit  was  givea 

for  only  14,000  tons  1  ,   .      ^  ^    .i.      x  i 

Mr.  Figg.  Yes,  sh*;  the  peamit  was  only  issued  for  the  actual  pur- 
chase of  sugar.  ,       1        .       ^j.  c  4. 

Mr.  RiDDiOK.  You  say,  Mr.  Figg,  that  when  this  matter  was  farst 
brought  to  your  attention  you  did  not  turn  it  over  to  the  Sugar 
EquSization  Board,  because  thev  had  no  agency  down  there  through 
which  to  make  the jpurc^ase.  That  was  the  only  reason  it  was  not 
turned  over  to  the  &igar  Equalization  Board  ? 

Mi.  Figg.  Well,  I  might  say  we  wanted  quick  action,  and  we  did 
not  feel  that  we  could  get  quick  action  through  the  Sugar  EquaUza- 
tion  Board,  on  account  of  the  fact  that  thek  organization  was  prac- 
tically disbanded  and  they  were  not  maintMning  anything  but  a. 
small  clerical  force  in  New  York  Gity. 

Mr.  RiDDicK.  Conld  they  not,  as  a  matter  of  fact,  have  gotten 
together  promptly  and  used  the  same  buying  agency  that  you  used  I 

Mr.  Figg.  TWt  is  entirely  possible.   1  think  it  would  have  taken 

considerable  time,  however.  nr.   j-  f^ 

Mr.  RiDDiCK.  As  to  the  profit  that  the  American  Tradmg  Co.  wa» 
to  receive,  was  not  the  oneinal  arrangement  with  them  that  they 
were  to  go  down  there  and  buy  the  si^ar  and  have  a  reasonable 
profit,  nothing  being  said  about  1  cent  a  pound  profit  % 
Mr.  Figg.  That  is  true;  yes,  su*. 

Mr.  RiDDiCK.  Is  it  not  true  that  that  company  and  other  com- 
panies who  were  importing  were  making  a  profit  of  around  3  cents  & 

pound?  • 
Mr.  Figg.  Some  of  them  as  high  as  5  and  7  cents. 
Mr.  RiDDicK.  When  was  the  first  suggestion  that  this  company 

should  receive  1  CMit  profit  rather  than  3  or  5  cents  \ 
Mr.  Figg.  It  was  after  they  had  purchased  considerable  sugar;  1 

am  not  sure  of  the  date.  ,      i    *i.  j    u-  * 

Mr.  RiDDicK.  As  a  matter  of  fact,  was  it  not  after  they  had  a  hmt 
in  then-  own  minds  that  they  might  sustain  a  loss  i 
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Mr.  FiGCx.  That  is  possible.    If  you  will  pardon  me,  I  might  ask 
Jklr.  PVauklin  the  date  of  that.  . 

Mr.  Fk  AN  KLIN.  Toward  the  end  of  May,  and  the  price  of  sugar 

iiad  not  dropped  here  at  that  time.  ,    ^       ^  ^-  t* 

Mr.  Figg.  The  price  of  sugar  had  not  dropped  at  that  time,  it 
was  after  you  had  purchased  some  of  the  sugar  in  the  Argentme? 

Mr  Fk  vnklin.  Practically  all  of  it  had  been  purchased. 

Mr  RiDDiCK  There  is  one  matter  that  I  do  not  understand,  and 
that  is  why  the  American  Trading  Co.  had  to  have  any  authority 
to  resell  the  sugar  in  Argentina  if  it  so  desired  ( 

Mr  Figg.  Because  the  whole  transaction  with  reterence  to  per- 
mit^ and  everything  with  the  Argentine  Guvernment  had  been  done 
At  the  request  of  the  State  Department  of  the  United  Stiites. 

Mr.  RiDDicK.  Was  there  anytliiug  in  those  contracts  that  forbade 
^tjs  rGS8.1o  there  ^ 

Mr  Figg  Not  a  tiling,  except  that  there  was  a  moral  obligation 
on  the  part  of  the  American  Trading  Co.  to  confer  with  the  Gov- 
ernment on  any  action  they  might  take  in  the  disposition  ot  ttiis 
:8i]gar    They  came  directly  to  us  and  asked  us  if  we  would  permit  it. 

Mr."  RiDDiCK.  If  there  was  an  open  market  for  sugar  I  can  not 
tsee  that  there  was  any  moral  obligation  on  their  part  to  relram  Irom 
celling  sugar  where  there  were  bu3-ers.  w   \  \ 

Mr  Figg  I  think  there  was  quite  a  moral  obligation.  We  had 
entered  into  this  transaction-B.  H.  Howell  &  Co.  and  the  American 
Trading  Co.  and  1  might  say,  the  United  States  Goyernment  liad 
•entered  into  the  transaction,  and  we  were  dealing  as  a  unit  on  it. 
There  was  no  action  taken  by  the  B.  H.  Howell  Co.  or  the  American 
Trading  Co.  without  first  consulting  the  Government  as  to  whether 
it  met  with  their  approval.  1,1,+ 

Mr.  RiDDlCK.  Suppose  the  American  Trachng  Co.  had  saiil  that 
rather  than  assume  this  ^reat  loss  they  would  just  sell  it  to  the 
Argentine  purchasers.    Wliat  would  hare  hai)pcued? 

&.  Figg.  Why,  so  far  as  I  know,  nothing.    There  could  not  have 

^^£-.*^^MCK.  ^^ey  would  have  saved  themselves  from  loss,  and 
iJiis  question  would  not  have  been  before  us. 

Mr  Figg.  It  would  not  have  been  before  you.  t)ut  tliev  would 
possibly  have  been  in  very  bad  repute  with  the  Departineiit  of  Justice 
and  the  Department  of  State  and  any  other  mterests  they  came  m 

•contact  with.  ,  .       ,  „ 

Mr.  RiDDicK.  In  just  what  form  was  your  reiusal  issued  1 

Mr.  Figg.  Verbally;  entirely  verbally. 

Mr.  RiDDiCK.  You  just  advised  them  against  it  ? 

Mr  Figg.  We  just  advised  them  against  it,  l)ecause  as  i  said 
awhile  ago,  I  told  them  I  wwld  have  to  leave  it  to  the  State  Depart- 
ment, ^cause  they  had  to  haadle  the  transaction  between  the 
two  Governments. 

Mr.  RiDDicK.  Was  that  in  the  form  of  a  recommendation,  or  was 

.  it  a  direct  order  ? 

Mr.  FiQO.  I  told  them  they  could  not  seU  it. 
Mr.  Franklin.  That  is  in  the  record. 

Mr.  VoiGT.  Were  unportOTS  of  sugar  limited  to  1  cent  a  pound 
profit  ? 
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Mr.  FiGO.  No,  they  were  not  ;  they  were  not  limited  to  any  definite 
amount.  The  margin  of  profit  allowed  importers  had  varied,  hecause 
it  was  very  difiicult  of  regulation.  We  regulated  the  profits  on  sugar 
after  it  reached  this  countrv^,  hut  it  was  very  hard  to  go  into  foreign 
markets  and  find  out  the  purchase  prices  and  regulate  the  profits 
which  the  purchaser  received  over  and  above  his  purchase  in  the 
foreign  market. 

Mr.  VoiGT.  Then  your  regulation  of  1  cent  a  pound  only  took 
efTect  after  the  sugar  left  the  hands  of  the  original  importer? 

Mr.  FiGG.  That  is  quite  true,  as  applied  to  dealers  in  the  United 

States. 

Mr.  VoiGT.  Now,  assume  that  the  American  Trading  Co.  had 
gotten  this  sugar  in  here  and  that  when  it  got  here  the  market  was  still 
very  high.  Was  there  any  legal  way  in  which  you  could  have  pre- 
vented them  from  making  more  than  this  1  cent  a  pound? 

Mr.  Fi(;g.  Yes;  I  think  so,  without  question, 

Mr.  VoiGT.  How  ? 

Mr.  FiGG.  We  knew  tlieir  purchase  price  for  the  sugar.  We  had 
the  whole  transaction  submitted  to  us,  and  we  knew  exactly  what 
they  were  paying  for  the  sugar.  It  was  very  easy  to  trace  their 
profit.  The  point  I  was  making  a  while  ago  about  the  average 
importer  was  the  fact  that  it  is  very  hard  to  trace  his  profit,  hecause 
he  makes  his  purchase  in  the  foreign  market,  and  you  would  have  to 
run  down  each  individual  transaction.  In  this  particular  deal,  of 
course,  we  had  all  the  facts  before  us.  We  knew  what  the  profits 
were  and  we  would  have  considered  anything  above  that  to  be 
unreasonable. 

Mr.  VoiGT.  You  mean  that  if  the  market  had  been  high  you  could 

have  limited  that  to  1  cent  I 
Mr.  FiGG.  Yes,  sir. 

Mr.  VoiGT.  And  if  they  had  disobeyed  your  order  

Mr.  FiGG.  We  also  had  an  agreement  to  that  effect. 

Mr.  VoiGT.  But  yopr  agreement  was  not  one  that  could  be 

enforced  in  law  ^ 

Mr.  FiGG.  That  is  questionable.  We  had  a  good  many  cases  before 
the  courts  of  the  country.  We  had  a  great  many  disagreements  on  it, 
as  to  whether  that  constituted  a  reasonable  margin  of  profit  or 
whether  we  had  the  right  to  enforce  that  profit.  The  courts  differed 
on  it. 

Mr.  VoiGT,  Well,  if  the  market  had  been  high  and  they  had 
attempted  to  sell  that  sugar  at  more  than  1  cent  a  pound  profit  it 
would  have  been  necessary  for  you  to  proceed  by  way  of  indictment 
for  profiteering,  would  it  not  ? 

Mr.  FiGG.  Quite  true;  yes,  sir. 

Mr.  VoiGT.  Hiere  was  no  way  that  you  could  have  held  them  ? 
Mr.  FiGe.  No,  sir;  we  woiUd  have  had  to  indict  them  for  profited- 
ing. 

Mr.  VoiGT.  How  did  you  know  their  costs  on  this  sugar  ? 

Mr-  FiGG,  They  w^e  submitting  them  to  us,  md  before  the  trans- 
action was  consummated  they  were  to  turn  over  to  us  all  their 
invoices  and  exjjenses. 

Mr.  VoiGT.  Did  the  Sugar  Eitiualization  Board  have  the  legal  power 
to  buy  sugar  in  1919  ? 
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Mr.  FiGO.  Why,  I  think  so;  yes,  sir.  There  was  some  difference  of 
opinion  on  that,  but  T  think  they  did;  yes. 

Mr.  VoiGT.  Jf  I  understand  you  correctly,  they  had  the  legal  power 
to  buy  this  sugar,  but  refused  to  exercise  that  power  ])er'ause  they 
feared  they  would  have  no  means  of  controlling  the  distribution? 

Mr.  FiGG.  Not  at  all:  not  in  this  particular  transaction.  This 
transaction  never  was  submitted  to  the  Su^ar  Equalization  Board. 

Mr.  VoiGT.  I  understand  that;  I  am  trying  to  get  at  the  question 

of  legal  power. 

Mr.  FiGG.  Legal  power— I  think  they  did  have;  yes. 

Mr.  VoiGT.  Would  the  Sugar  ^Equalization  Board  have  had  the  legal 
power  to  purchase  this  particular  sugar  ? 

Mr.  FiGG.  They  would  have  had;  yes,  sir. 

Mr.  VoiGT.  But  they  refused  to  exercise  that  poAver,  because  they 
feared  they  would  have  no  means  of  controlling  the  distribution? 

Mr.  FiGG.  I  do  not  know  whether  they  refused  to  exercise  that 
power  or  not;  they  did  not  enter  the  market  to  purchas(^  the  su^ar. 

The  CHAiK^fAN.  I  understood  you  to  say  that  their  power  was  lim- 
ited to  Cuba  under  the  act? 

Mr.  FiGO-  I  think  they  could  enter  the  market  and  buy  sugar 

anvwhere.  i 
The  Chairman.  I  understood  you  to  say  that  the  act  limited  them 

to  the  purchase  of  the  Cuban  sugar. 

Mr.  FiGG.  The  McNary  Act  that  I  spoke  of  a  few  moments  ago 

designated  the  Cuban  crop  of  1920. 

Mr.  McKiNLEY.  Did  not  the  Sugar  Equalization  Board  have  tuU 

power  to  buy  sugar  and  sell  sugar  after  December  31  last? 

Mr.  FiGG.  I  tmnk  so;  yes.  ^    ^     •  ,  i 

Mr.  McKiNLEY.'  Is  it  not  a  fact,  though,  that  the  President  owned 
all  the  stock  of  the  corporation,  and  also  appointed  the  members  to 

their  jobs? 

Mr,  FiGG.  That  is  true.  •  , 

The  Chairman.  It  is  not  a  fact  that  the  Sugar  Equalization  Board 
had  the  power  to  purchase  as  a  corporation,  but  not  as  the  agency  of 
the  Government  ?  Is  there  any  power  granted  anywhere  to  any  Gov- 
ernment agency  to  guarantee  a  profit  ? 

Mr.  FiGG.  I  am  not  familiar  with  that  question. 

The  CeAmMAN.  You  claim  to  base  your  authority  upon  this  act. 

Mr.  FiGG.  I  am  not  basmg  my  authority  upon  the  act  of  the  Sugar 
Equalization  Board,  but  upon  the  President's  proclamation  trans- 
ferring the  powers  of  the  Food  Administration. 

The  CShaikman.  What  authority  did  that  proclamation  give  you 
to  buy  or  sdl  or  to  guarantee  any  profit  ? 

Mr.  FiGG-  We  didnot  at  any  pomt  have  the  power  to  gauamtee 
against  loss,  by  that  act. 

The  Chairman.  Did  vou  have  the  jpower  to  buy  ( 

Mr.  FiQG.  No,  we  did  not;  not  as  the  Department  of  Justice. 

The  CHAmMAN.  Then  you  agree  with  Mr.  Pahner  and  Mr.  Glasgow 
that  there  was  no  power  granted  anywhere  to  purchase  or  to  guarantee 

against  loss? 
Mr.  FiGG.  I  think  that  is  probably  true. 

The  Chairman.  Did  the  Government  have  any  power  to  purchase 
or  to  guarantee  against  loss  ? 
Mr.  FiGG.  I  think  not;  no,  sir. 
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Mr.  Hutchinson.  There  are  one  or  two  questions  more  that  I 
would  like  to  ask.  I  understood  you  to  say  awhile  ago  that  when 
you  saw  the  American  Trading  Co.  and  B.  H.  Howell  &  Co.  there 

was  uothing  discussed  ahout  any  loss? 
Mr.  FiGG.  That  is  true. 

Ms.  Hutchinson.  What  was  the  purpose  of  this  arrangement  with 

these  people?    What  was  it  for? 

Mi\  FiGG.  To  briiicr  sugar  into  the  United  States  at  a  lesser  price 
than  the  then  prevailing  market  price.  ^ 

iVlr.  HuTCiiixsoN.  Was  it  not  tne  object,  as  several  people  have 
testified  before  this  committee,  to  break  the  market* 

Mr.  FiGG.  Bringing  in  an  adequate  supply  at  a  price  lower  than  the 
prevailing  market  price  would  nave  had  that  tendency.  We  hoped 
it  would  have  that  effect. 

Mr.  Hutchinson.  Then  do  you  mean  to  say  that  these  gentlemen 
would  enter  into  an  agreement  where  they  knew  they  woidd  have 
a  loss? 

Mr,  FiGG.  I  do  not  think  there  was  any  question  of  loss. 
Mr.  Hutchinson.  How  could  you  break  the  market  and  not  suffer 
a  loss? 

Mr.  FiGG.  It  was  expected  that  the  sugar  would  be  sold  in  this 
comitry  before  the  break  in  the  market  took  place. 

J^Ir.  Hutchinson.  Then  it  was  really  the  fault  of  the  Government 
that  they  could  not  do  it.  To  whom  was  this  permit  issued?  To 
what  firm? 

J^Ir.  FiGG.  The  American  Trading  Co. 

Mr.  Hutchinson.  Then  it  was  through  the  neglect  of  the  Govern- 
ment that  this  loss  occurred,  was  it  not  ? 

Mr.  FiGG.  I  think  that  that,  together  with  these  restrictions  and 
different  things  that  the  Government  did,  were  largely  responsible 
for  the  loss. 

Mr.  Hutchinson.  I  understood  you  to  say  awhile  ago  that  when 
the  American  Trading  Co.  undertook  to  sell  their  sugar  in  Argentina 
you  protested,  and  (Ud  not  give  them  authority  on  the  part  of  the 
(jrovernment  ? 

Mr.  FiGG.  That  is  quite  right. 

Mr.  Ward.  When  you  entered  into  this  agreement  with  the  Ameri- 
can Trading  Co.  did  you  do  it  with  the  understanding  and  belief 
that  this  sugar  that  was  purchased  would  be  han<Ued  by  you  as  cus- 
todian, just  as  any  other  Government  property  wouUl  be? 

Mr.  FiG(^  We  beUeved  that  we  would  have  complete  control  of 
the  distribution  of  this  particular  sugar  tliat  came  from  Argentina. 

Mr.  Ward.  But  you  would  be  tlKM'ustodian  of  it,  the  same  as  any 
other  (iovernment  agency  with  respect  to  (»ther  Government  property  ? 

Mr.  FiGG.  It  might  be  so  termed:  yes,  sir. 

Mr.  Ward.  Mr.  Cliairman,  that  is  all  1  want  to  ask,  except  that  I 
would  like  Mr.  FrankUn  to  have  the  privilege  of  reading  into  the 
record  the  cablegram  from  our  State  Department  to  the  American 
Embassy  in  Argentina.  Then  after  you  are  through  with  Mr. 
FrankUn,  if  it  is  agreeable  to  the  committee,  I  would  hke  to  make  a 
motion  to  go  into  executive  session  to  act  on  the  resolution. 

Mr.  Wilson.  I  do  not  l>eheve  there  is  anything  more  T  care  to  ask. 

The  Chairman.  Mr.  Figg,  you  stated  you  had  no  intention  of 
buying  the  sugar 't 
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Mr.  Figg.  That  is  right.  ,         ^  ^ 

The  Chairmax.  Yon  do  not  claim  to  have  any  authority  to  enter 
into  any  agreement  to  buy  or  guarantee  against  "oss? 

Mr.  i  iGG.  lliat  is  right. 

The  CHAi!r\!AN.  You  had  the  power  to  license  the  people,  as  you 
did  every]K)dy  else,  under  section  5?    They  were  licensed? 

Mr.  Figg.  Thev  were;  ves,  sir.  ,  x 

The  Chairman.  In  what  respect  does  the  license  granted  to  tnese 
people  differ  from,  the  hcense  granted  to  any  others? 

Mr.  Figg.  It  does  not  diaer.  This  is  identically  the  same  hcense 
that  \vas  issued  to  all  sugar  dealers. 

The  CuAiiiMAX.  I  understood  you  to  say  that  no  agency  of  the 
Government  or  de]^artmert  of  the  Government  was  in*  awy  derehct, 
but  that  thev  all  did  everything  they  could  to  assist  these  people? 

Mr,  Figg.  '  I  think  the  Ilovernnieiit  was  trying  in  every  way  possible. 
If  there  was  any  failure  anywhere  on  the  part  of  the  Government  it 
was  through  the  American  aml)assador  in  Argentina. 

The  Cn AIRMAN.  Did  not  the  American  ambassador  assist  them  as 

far  as  he  could '(  1 1  i_-  i. 

Mr.  ^  iGG.  It  was  the  result  of  iris  telegrams,  or  cablegrams,  which 

were  misleading. 

The  Chairman.  In  what  wav  was  it  misleadino;? 

Mr.  Figg.  He  had  cabled  the  Department  of  State  that  the  permit 
wouVl  be  issued  bv  the  /'rgeiitiiie  Government  on  the  naming  of  the 
firm  or  firms  to  wh'ich  it  should  he  issued  })y  the  I'luted  States  Ciovern- 
ment.  When  that  request  was  made  it  was  found  that  it  could  not 
be  issued  e.N.cept  with  these  restrictions,  which  were  impossible  of 
fulfillment. 

The  Chaikmax.  Did  he  o;o  l>ack  on  his  word  ? 

Mr.  Figg.  Wei",  that  is  a  matter  for  the  records  of  Argentina. 

We  do  not  know.  i       i      i  u 

The  Chaikman.  He  did  for  these  people  exactly  what  he  would 

do  for  vou  or  me  or  anvbodv  else  ? 

Mr.  Figg.  He  probablv  d'id  all  he  could,  but  a>  an  agency  of  the 
Government.  Vir.  Chairinan,  he  sent  a  misleading  cablegram,  and 
these  people  wouUl  not  have  gone  in,  in  my  opinion  

The  Chaikmax.  In  what  way  was  it  misleading? 

Mr.  Figg.  It  was  miskviding  in  the  fact  that  it  stated  the  permit 
would  be  issued  on  application,  and  on  apphcation  it  was  not  issued, 
except  with  certain  restrictions  that  were  impossible  of  consumma- 
tion. 

The  Chairman.  In  your  letter  of  May  11  you  say: 

I  was  notified  by  State  Department  of  the  receipt  of  eable  from  the  Argentine  that 
upon  proper  presentation  throivzh  olh<  ial  duuinelp  of  the  American  Government  that 
the  Argentine  would  lift  the  embargo  on  present  surpkises  in  that  country. 

What  is  misleading  about  that?    Did  he  guarantee  that  it  would 

be  lifted? 

Mr.  Figg.  Not  at  aU. 

The  Chaikman.  I  want  to  know  m  what  way  it  was  misleading. 

Mr.  Figg.  It  was  misleadins:  m  the  fact  that  it  would  lead  anyone 
to  thmk  that  when  the  United  States  Government  made  the  request 
and  made  the  proper  presentation  
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The  Chairman.  When  you  say  it  was  misleading  do  you  imply  it 
was  made  with  the  purpose  of  misleadin*,'  ? 

Mr.  FiGG.  If  you  will  pardon  me,  Mr.  Chairman,  I  do  not  say  it 
was  (lone  with  the  intent  to  mislead. 

Tlie  Chairman.  How  was  it  misleading  unless  there  was  misrepre- 
sentation? 

Mr.  FiGG.  I  think  there  is  a  dilTerence. 

The  Chairman.  He  hud  conferred  m  ith  these  people,  and  it  was  his 
best  judgment  that  it  would  be  done,  as  stated  in  your  letter,  upon 
proper  presentation.    What  were  the  presentations? 

Mr.  FiGG.  The  presentations  to  the  Argentine  Government  were 
that  the  Ignited  States  Government  named  the  firms  to  which  they 
asked  that  the  permits  be  issued. 

The  Chairman.  Do  you  think  the  Federal  Government  should  be 
liable  for  every  loss  incurred  because  something  did  not  happen  that 
somebody  had  expected  ? 

Mr.  FiGG.  Well,  that  is  not  the  point  that  is  in  issue  in  this  particr 
ular  matter.  I  thiak  that  in  this  case  there  is  unquestionably  a 
moral  claim. 

The  Chairman.  Then  it  resolves  itself  into  a  moral  claim,  does  it 
not  ?    There  is  no  legal  obligation  ? 

Mr.  FiGG.  As  I  understand  it,  Mr.  Chairman,  there  has  never  been 
any  presentation  to  this  committee  or  to  anybody  else  of  any  legal 
claim. 

The  Chairman.  There  is  no  claim  of  any  legal  obligation  any- 
where? 

Mr.  FiGG.  There  is  a  moral  claim  only. 

The  Chairman.  In  what  respect  does  that  moraX  obligation  diflFer 
from  obligations  to  others  wHo  were  appealed  to  to  increase  pro- 
duction? 

Mr.  FiGG.  I  do  not  think  the  Government  has  had  a  similar  case 
of  this  character. 

The  Chairman.  I  do  not  suppose  they  entered  into  any  other 
agreement  for  the  same  purpose,  but  they  appealed  to  the  farmers 
to  stimulate  production,  and  they  sent  agents  out  in  the  country  to 
buy.  In  our  section  of  the  country  they  smt  out  to  the  farmer  to 
get  his  wheat  if  he  did  not  haul  it  himself. 

Mr.  FiGG.  That,  Mr.  Chau-man,  was  during  the  war  period. 

The  Chairman.  Yes;  the  war  was  over  when  this  sugar  was  pro- 
cured, and  the  only  authority  you  had  is  as  stated  in  the  act. 

Let  me  read  from  the  food  control  act: 

That  the  Preaident  is  authorized,  from  time  to  time,  to  requisition  foods,  feeds, 
fuels,  and  other  supplies  necessary  to  the  support  of  the  Army  or  the  maintenance  of 
the  Navy,  or  any  other  public  use  connected  with  the  common  defense, and  to  reqiuai- 
tion,  or  otherwise  provide  storage  facihties  for  such  supplies,  etc. 

Now,  the  war  was  over,  the  armistice  had  been  signed.  Why 
should  the  Government  go  down  in  the  Treasury  for  $2,000,000  after 
the  vrar  was  over  and  the  armistice  had  been  signed  ? 

Mr.  FiGG.  The  obligation  of  the  Government  had  not  been  relieved, 
as  to  trying  to  supply  food  for  the  American  people. 

The  (WiRMAN.  I  am  simply  trv  ing  to  get  at  the  facts.  There  is  a 
question  here  whether  a  legal  obligation  was  incurred  or  not.  As  I 
understand  you,  you  s&j  there  was  no  l^al  obligation;  in  your  mind 
there  is  a  moral  obligation  ? 
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Mx.  FioG.  Without  question.  i   i . 

The  Chairman.  I  would  Uke  to  know  just  how  that  moral  obUga- 
tion  differs  from  any  other  moral  obligation  that  was  incurred. 

Mr  FiGG.  I  am  not  familiar  with  the  other  obhgations  that  you 
Mf«F  to,  but  I  do  think,  referring  to  this  case  only,  that  the  Goverii- 
ment  him  a  moral  obligation  reimburse  th^e  firms  for  a  loss  sus- 
tained largely  as  a  result  of  Government  partwapation  in  the  deal  with 

*^^Se  Chairman.  If  some  Government  agent  should  go  out  ajid  sug- 
gest the  hnportation  of  sugar,  or  somebody  should  suggest  to  an 
official  that  he  might  import  some  sugar,  and  if  he  should  go  j^l^^the 
transaction  and  lose  two  or  three  million  dollwrs,  do  you  think  he 
should  come  m  here  and  ask  for  rwmbursementi  x  ^ 

Mr.  Ftgg.  If  that  was  all  of  the  transaction,  as  you  state  it,  1  do 

not  think  so  at  all.  ^-      •  -i.     *  o 

The  Chairman.  It  is  on  a  par  with  this  situation,  is  it  not 
Mr  FiGG  If  you  will  pardon  me,  I  can  not  see  it  that  way  at  all. 
TheCn\iRM\x.  I  understand,  that  they  initiated  this;  that  they 

went  to  the  Department  of  State  for  it.   That  is  the  testimony.  I 

think  Mr.  Franklin  stated  that. 

Mr  Ward  He  was  there  on  other  business. 

Mr  FiGG  If  you  will  pardon  me,  I  wish  to  say  right  there,  to  clear 
your  mind  on  the  subject,  that  the  matter  was  brou^t  to  me  by  the 
State  Department  through  their  representative,  Mr.  Oriddmgs,  and 
I  then  made  the  representation  to  these  firms  in  the  endeavor  to  have 
them  participate  with  the  Government  in  this  deal  m  bnnging  this 

sugar  in.  ,  t  j  .  ^.u 

■  The  CH\IRMA^^  You  issued  a  license  to  them,  as  you  didto  others, 
and  vou  appealed  to  them  as  vou  did  to  everybody  else.  When  I  say 
"you"  I  am  speaking  of  the  Government.  They  appealed  to  every 
farmer  in  this  countrv  during  the  war,  they  appealed  to  every  manu- 
facturer, and  people  "invested  their  money.  I  am  in  sympathy  with 
your  -^u'^f^e-iion  here  that  thev  are  entitled  to  consideration,  but  there 
are  probably  many  others,  and,  of  course,  if  this  claim  is  allowed  we 
should  give  consideration  to  every  other  claim.  •  -i 

Mr  FiGG  If  there  are  any  other  claims,  Mr.  Chairman,  similar  to 
this  claim  you  should  allow 'them.  I  do  not  know  personally  of  any 
other  claims  that  constitute  a  moral  obligation  upon  the  part  of  the 
Government  such  as  it  seems  to  me  we  have  m  this  case.  _ 

The  Ch \irm  \ x  You  mav  not  know  about  them,  but  I  think  1  know 
of  several  hundred  of  them.  T  know  something  about  the  appeals 
that  were  made  to  the  farmers ,  They  were  justified  m  making  them. 
The  farmers  <^ave  up  their  wheat  at  half  price  and  much  less  than  that; 
they  gave  up  their  hogs  and  everything  they  had.  The  great  ques- 
tion then  was  winning  the  war.  ,    •  ■  j    *  *u 

Mr  FiGG  I  think,  Mr.  Chairman,  that  during  the  period  of  the 
war  people  sacrificed  and  gave  up  a  great  many  things  in  the  aid  of 
the  successful  prosecution  of  the  war.  But  here  is  a  matter  tha,t 
comes  along  long  after  the  war  and  in  an  effort  to  supply  the  Ameri- 
can people  with  a  necessity. 

IS©  Chairman.  Exactlv;  and  the  other  was  to  help  win  the  war. 
Do  you  say  an  obligation  incurred  after  the  war  should  be  given 
pr^^mce  over  an  obligation  incurred  durmg  tha  war  ? 
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Mr.  FiGG.  I  do  not  mean  to  imply  that. 

The  Chairman.  Why  should  they  be  given  preference  over  tiiose 
who  gave  their  money  to  aid  in  the  prosecution  of  the  warf 

Mr.  FiGG.  There  is  no  question — ^ii  I  may  revert  for  just  a  moment 
to  the  case  of  these  two  firms,  one  of  them  particularly,  B.  H.  Howell 
&  Co.,  I  know  did  participate  in  war  measures  during  the  war. 

The  Chairman.  That  is  outside  of  this  question  now. 

Mr.  FiGG.  If  you  are  ^oing  to  speak  of  the  war  and  bring  lip  the 
obligations  incurred  during  the  war,  then  thy  are  entitled  to  con- 
sideiation  as  patriotic  firms  performing  a  patriotic  service  during 
the  war.  Now,  then,  we  come  along  a  year  after  the  termination  of 
the  war  and  ask  these  people  to  enter  into  a  deal  involving  several 
millions  of  dollars,  for  the  purpose  of  aiding  the  Government  in 
bringing  down  the  price  of  a  necessity  and  also  bringing  in  a  sufficient 
supply  and  establishing  an  equitable  distribution  of  that  necessity 
of  life. 

The  Chairman.  Your  object  was  then  to  furnish  the  people  sugar 
at  a  lower  price  ? 

Mr.  FiGG.  It  was;  yes,  sir. 

The  Chairman,  Did  the  fixing  of  the  price  in  Louisiana  have  that 
effect  ? 

■  Mr.  Ftgg.  The  much-discussed  fixing  of  the  price  of  the  Ix)uisiana 
sugar  has,  I  believe,  had  the  effect  of  keeping  the  Louisiana  sugar 
from  selling  at  a  much  higher  price  than  it  otherwise  would  have  sold 
for. 

The  Chairman,  The  price  was  fixed  on  the  Atlantic  coast  at  how 
much  ?  ^ 

Mr,  FiGG.  On  the  Atlantic  coast  it  was  fixed  at  1  cent  a  poiind. 

The  Chairman.  What  was  the  price  fi>:ed  imder  the  license? 

Mr.  Ftgg.  There  was  no  fixed  price,  except  under -the  Food  Ad- 
ministraticn  when  the  war  was  still  on.    We  did  not  fix  a  price. 

Mr.  McLArGiiTJx  of  Michigan.  I  think  the  chairman  means  this: 
At  the  time  the  price  was  fixed  at  17  cents  in  Louisiana  what  were 
the  prices  fixed  in  other  parts  of  the  country? 

Mr.  Ftgg.  There  was  nc  price  fixed  on  the  Atlantic  coast  on 
imported  Cuban  sugar.  There  was  a  price  fixed  on  beet  sugar,  and 
there  was  a  profit  fixed  on  the  importation  of  Cuban  raws. 

The  Chatrmax.  Wliat  was  the  price  of  beet  sugar? 

Mr.  FiGG.  It  was  12  cents  a  pound,  Mr.  Chairman. 

The  Chairman.  Was  it  not  lOA  cents? 

Mr.  FiGG.  I  think  at  one  time  it  was  10^  cents,  and  increased  to  12. 
The  Chairman.  And  what  was  it  in  the  Western  and  Central 

States  ? 

Mr.  FiGG.  Beet  sugar  was  fixed  at  that  price  all  over  the  West  and 
Middle  West. 

The  Chairman.  What  was  it  fixed  at  in  Louisiana? 

Mr.  FiGG.  The  Louisiana  sugar  was  17  cents  for  one  class  of  sugar 
and  18  cents  for  another. 

The  Chairman.  And  you  contend  that  that  was  for  the  purpose  of 
reducing  the  price  of  sugar  ? 

Mr.  FiGG.  You  had  to  base  your  reduction  of  sugar  prices  upon 
the  cost  of  operation  and  production. 

The  Chairman.  Was  that  done  in  the  fixing  <rf  the  price  of  wheat 
or  any  other  commodity  ? 
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Mr.  FiGG.  I  am  sure  I  am  not  famihar  with  that,  Mr.  Chairman. 

I  do  not  handle  hoM  or  wheat.  i  *  j      w    r  v^.i 

The  Chairman,  Ton  took  over  the  Food  Adnumstration.  lou 

were  the  Food  Administrator.    Now  did  you  not  ? 

Mr  FiGG    \s  Food  Administrator  T  had  nothmg  to  do  with  tho^e 

thiuM.    The  wheat  question  went  to  the  Gram  Corporation,  not  to 

the  Department  of  Justice.  .  i  Ar. 

The  Chairman.  Did  the  Gram  C>orporaUon  have  anythmg  to  do 

with  the  purchase  of  hogs  ?  . 

Mr.  FiGO.  I  think  that  was  the  Food  Administration. 

Mr.  PuBNELL.  You  are  not  connected  with  the  Department  of 
Justice  now,  are  you? 

Mr.  FiGG.  No,  sir.  ,      .  . 

Mr.  PuRNELL.  Do  you  care  to  state  to  the  committee  \vhat  busi- 
ness you  are  engaged  in  now?  . 

Mr.  FiGG.  I  am  looking  after  my  own  aftaus 

Mr.  Pdknell.  You  have  no  connecUon  with  either  one  ot  these 

concerns  ? 

Mr.  FiGG.  Not  at  all. 

Mr.  PUBNBLL.  And  never  have  had  ( 

Mr.  FiGG.  No,  sir.    If  you  wish  me  to  state  it,  I  am  Irom  Okla- 
homa, and  am  in  the  oil  business.  „  n       i  ? 
Mr.  WAKD^  Mr.  Chairman,  will  you  call  Mr.  Franklin,  please 
The  Chairman.  Thank  you,  Mr.  Figg.   Mr.  Frankhn,  we  will  hear 
you. 

ADDITIOHAL  STATEMENT  OF  MR.  WALTER  S.  FRANKLIN,. 
TOE  PM^  AMBMCAH  TBADINO  CO.,  NEW  YOEK. 

N.  Y. 

Mr.' Frankun.  Mr.  Chairman,  I  just  wanted  to  suhmit  one  addi- 
tional thing  in  evidence  here— one  additional  cablegram  which  1 
would  like  to  read  in: 

[Paraphrase  of  cablegram.] 

To:  The  American  EmbftflBy  at  Buenoe  Aiiee,  ArgentiBa. 

Dated:  May  13,  1920. 

With  reference  to  the  telegrams  from  the  demrtment  Nos.  39,  40  a^  l^JS^.? 
your  telegram  No.  U3,  regarding  the  lifting  of  the  embargo  on  augar  from  Aipnt^^- 
S  is  strictly  confidenda.   fhe  American  Trading  Co.  has  been  aPP^^f  ^ 
chasing  agent  by  the  Department  of  Justice  and  it  is  being  instructed  by  that  depart- 
Stto  obtain  quietly  aSmany  options  as  possible  before  the  "^^^^^^^^^^^^^J?/^^^^ 
embar-o  has  been  lifted,  in  order  to  avoid  unduly  high  P^^^es  ^^^^^^^^^^ 
impossible  to  buy  Argentine  sugar.   By  this  metW.there  wiU  be      avoidance  of 
pTatS    at  thfe  end  and  the  Departaient  of  Justice  ia  aafeguarding  aU  Btepa  bo  that 
the  American  household  consumer  may  be  protected 

Instructions  are  hereby  given  to  you  to  Imng  this  matter  ^ontidentially  to  the  aU^n- 
tion  of  the  Government  of  the  Argentine,  for  its  information.  The  hope  is  exprec^d 
that  the  Argentine  Cxovernment  be  satisfied  ^th  thiB  jurmngement.  If  tje^^^^^ 
future  the  olhcial  request  for  the  lifting  of  the  embargo  wiU  be  made  This  is  being 
done  merely  to  avoid  epeculation,  wMch  might  destroy  the  entire  transaction,  and 
ffij  STo  intention  of  preventing  tfogar  intefeBts  in  the  Argentine  from  securing  a 
a  iwice  which  is  ju«t.  p^^^ 
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The  Chairman.  Does  any  member  desii-e  to  ask  Mr.  Frankliii 
any   questions?    [No  respoiisej    Is  there  anything  further,  Mr. 

Franklin  ? 

Mr.  Fhamvlin.  No,  sir.  I  might  say  that  that  cablegram  should 
be  considered  hi  connection  with  Mr.  Figg  s  letter  of  instructions 
to  us  of  May  1 1 . 

I  have  nothing  more,  unless  you  deshe  to  ask  me  some  questions. 

STATEMENT  OF  MR.  H.  L.  KERN,  ATTORNEY  AT  LAW, 

NEWARK,  N.  J. 

Mr.  ivEKX.  Mr.  Chairman,  with  vour  permission  I  would  like  to 
submit  the  letter  of  the  President,  dated  July  8,  1918,  to  Mr.  Herbert 
Hoover,  authorizmg  the  organization  of  the  Sugar  Equalization 
Board.  I  thuik  it  is  pertinent  to  the  matter  under  discussion  here, 
and  probably  the  committee  would  like  to  see  it. 

(The  witness  read  a  portion  of  the  letter  referred  to,  which  is  her© 
printed  m  full,  as  follov*^s:) 

LETTER  AUTHORIZING  THE  KHMATION  OF  THE  UNITKD  STATES  SUGAR  EQUALIZATION 

BOABD  (inc.),  JULY  8,  1918, 

Hon.  Herbkrt  Hoover. 

United  States  Food  Administrator. 

I  hereby  authorize  and  direct  you  to  proceed  with  the  formation  of  a  corporation 
to  be  known  as  the  United  States  Sugar  EquaUzation  Board  (Inc.),  with  general 
powers  and  character  set  out  in  the  certificate  of  incorp(»ration  which  you  have  sub- 
•  mitted  to  me.   I  approve  of  the  appdntment  of  the  lolIowiQg  persons  as  directors 

of  such  corporation: 

Herbert  Hoover,  of  Washington.  D.  C. 
George  M.  Rolph,  of  San  Francisco,  Calif. 
Theodore  F.  Whitmarsh,  of  New  York,  N.  Y. 
George  A.  Zabriskie,  of  New  York,  N.  Y. 
Clarence  M.  WooUey,  of  New  York.  N.  Y. 
Frank  W.  Taussig,  of  Washington,  D.  C. 

All  of  the  capital  stock  is  to  be  held  by  the  United  States  except  such  as  may  be 
required  for  quahfying  the  individual  directors  or  incorporators,  such  qv-Jifying 
shares  to  be  held  by  such  directors  or  incorporators  in  trust  for  the  use  and  fai^e- 
fit  of  the  United  States, 

I  Mill  arrange  to  purchase  the  entire  capital  stock  of  such  corporation  out  of  the  appro- 
priation of  $50,000,000  authorized  by  the  first  provision  in  the  act  of  July  1.  1918, 
entitled  "An  act  making  appropriations  for  sundry  civil  expenses  of  the  Government 
for  Uie  fiscal  year  endi^  June  30,  1919,  aad  for  oflier  purposes, "  from  which 
appropriation  I  have  set  aside  $5,000,000  for  this  pur})08e. 

I  hereby  direct  that  any  outstanding  stock  standing  in  the  name  of  the  United 
States  shall  be  voted  by  you  or  by  such  person  as  you  see  fit  to  appoint  your  agent 
for  this  purpose. 

WooDROw  Wilson. 

The  Chaiumax.  The  Equalizatiou  Board  is  absolutely  outside  of 
tiiis  matter^  is  it  not  ? 

Mr.  Kerx.  This  is  to  show  the  connection  between  the  £quali2a* 
tion  Board  and  the  Food  Administration. 

The  Chairmax.  Do  you  contend  that  the  Elqualization  Board  ha^ 
anything  to  do  with  this  matter  here  2 

Mr.  Kekn.  No,  sir. 

Mr.  PuRNELL.  May  I  ask,  whom  do  you  represent  ? 
Mr.  Kern,  I  am  with  Mr.  Armstrong,  representing  B.  H.  Howdl, 
Son  &  Co. 
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The  Chaiioian.  Have  you  put  into  the  record  the  letter  you  sub- 
mitted the  other  day;  ?  ^ 

Mr.  Kearn.  No,  sir;  that  was  Mr.  Figg's  statement  of  the  matter 
The  CH.URMAX.  Can  you  supply  the  committee  with  that  letter! 
Mr.  KIern.  I  will  be  glad  to  do  so.  *  '  *  * 

The  Chairman.  Thank  you  very  much^  ^Ir.  Kern. 
(The  letter  referred  to  was  subsequently  submitted  by  the  witness 
and  is  here  printed  in  full,  as  follows:)      •  *  • 

■r\  Department  of  Justice, 

The  Pbksidbnt,  '  '  November  1,  IMO,. 

I%e  Whiu  Sotue,  WatMngton,  D.  C^^ 
My  Dear  Mr.  President:  I  wouW  respectful^  Bubmit  for  your  conaideration  the 
following  facts  and  circiimstances  ccncerning  the  imrortaticn  cf  Aigentine  Eucar  info 
York  ^      Amencaa  Trading  Co.  an<f  the  B.  H.  H^UCo.,WVew 

Dming  the  nnntths  of  May  and  June  the  sugar  shortage  in  the  United  States  was  at 
ite  peak  of  acuteness,  and  my  everv  effort  was  Wtedto  stimulating  the  imj^^^^^^ 
o  foreign  sugars  as  well  as  directed  to  eduacting  the  consuming  pubUc  to  the  SSrit! 
larJe^parT  «^  tlieiruse  of  tJjehStiHes  bim,  ilVhfch 

O^er  Government  agencies,  particularly  the^tate  Department,  were  also  assiatinff 
and  doing  a  great  deal  on  the(r  own  initiative  to  TelieVe  this  condition.  iJ  thSf 
eftorts  through  the  American  ambassador  to  Argentina,  thev  were  able  to  VrnrP 

consent  of  the  Argentine  Government  to  the  citation  of  l^co^^emble^uS 

si^r^Sl^^^^  l?-P".^^.  much  lower  tlian  the  qoutation^on  AmS 

8^  This  pennisfflon  was  obtamed  from  the  Ajgentine  Go^  emment  under  certain 
oonditaons,  namely  that  the  American  Govenimelt  would  name  the  firms  or  firm 
handle  this  exportation  and  would  guarantee  that  it  should  be  handled  for  the  inter- 
ests of  the  American  consiunerand  not  be  allowed  to  reach  the  speculator's  hands  here. 
inHt.^*^**'^  the  Foreign  Trade  Advisory  Division  of  the  State  Departmeni 
How^fS  ^f^rS^V^l'''  "^tter-  The  American  Trading  Co.  and  the  B  E 
Howell  Co.,  of  New  York,  were  the  commercial  interests  that  finaliy  undertook  to  brinf 
this  sugar  to  this  United  States,  giving  the  Department  of  Ji»ti« Wj^ll ^to indicati 
or  approve  of  the  method  of  distribution,  so  tVat  it  might  be  i^uredXt  tiJS  su  4r 

and  the  essential  industries 

Before  the  B.  H.  Howell  Co.  who  were  handling  the  entire  distribution  offered 
these  sugare.  they  sent  ns  a  list  of, firms,  wholesale  gr^ere  and  manufacturer  of  neces 
re/,?r;iTt°Ty,^PP™>?;^-   ^/ter  eKminating  a  few  Lmes  from  their  listX  s^me  w^ 
returned  to  them  with  a  letter  from  me,  in  which  we  thanked  them  for  their  complete 

P™"'^^  f  ^ll°t™«iit«  they  had  made.  We  receiv^t  ?hSthLe 
?W  WIW.*^^  ^'""^  ''^^'''^^  grocers  and  manufacturing  interests  requesting  that 
£  t^e  R  H  wllVfT  ^  Argentine  shipment.  These  letters  were  forwWded 
to  toe  B.  H.  Howell  Co.  for  such  action  as  they  might  take. 

The  pnce  of  sugar  by  the  refiner  had  reached  from  22^  to  26*  cents  per  pound 
This  sugar  was  offered,  or  allotted,  if  you  please,  at  21.20  per  p8unj  wEkh^S  a 
U^^Xf]^  fX-^'  ""^r'        ^^^^^^  deliverj^  cost^of  thisTSin  thj 

T^d??..  S.    ;i  ^^'^^"^        ^  P°"°d  ^^""i'i  b«  ^llo^^  ed  the  American 

Trading  Co  as  purchaser,  and  1  cent  per  pound  to  the  B.  H.  Howell  Co  as  dis- 
tributors. I  maysay  m  this  connection  thatin  my  opinion,  as  weU as » la^'opiidon 
from  a  great  number  of  the  sugar  interests,  the  offering  of  this  sugar  at  Aat™»SSS 
time  at  a  price  so  many  cents  per  pound  lower  than  the  thenTToted  market  price 
of  Amencan.  refined  sugar  was  the  principal  factor  in  breaking^the  pri^e  on  sE"ar 

SlrleT'n^T^w  L*^'afr"th°*  ^^"^  ^  1^^°^  '""'^^'^  on Ve  American 
market,  in  a  te\v  da>s  after  the  announcement  of  this  Aigentine  offer  at  several 

fhf,  jrV'T^.l''V^'^.'^  '^'-''^^  "i^'iths.  ^^e  fact  Siat  iSS 

fto  i±T^^,i°J^.'nf°n^^^^  ''^f^'f^  dealer  and  the  essential  users,  ^I.TS 
w«JT^^  ^  P*l°*^^i  «"PPiy  of  sugar  for  the  next  few  months  as  deliveries 
were  to  be  made  in  August,  September,  and  October.  The  unprecedented  down 
ward  rush  of  prices  in  all  grades  of  sugar  has  caused  a  tremenS  financfal  ?o 
these  interests  that  risked  millions  in  the  hopes  of  only  a  small  gain  at  mSt  to  brilS 
t^ft  distribution  of  sugar  to  the  essential  u.ser^  ThSfoBto^ 

Without  a  further  decline  of  the  market  price  is  about  $1  900  000 
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The  Chairman.  Does  any  member  desire  to  ask  Mr.  Franklin 
my  questions?  [No  response.]  Is  thei'e  anytiwjug  further,  J|ir. 
Franklin? 

Mr.  Franklin.  No,  sir.  I  might  say  tJiat  that  cablegram  should 
be  considered  in  coniuectiott  wifii  Mx.  Figg's  letter  of  ifl^tructjiftiis 

to  us  of  May  11. 

I  have  notlxing  more^  unlesa  jqm  d&me  to  a^k  me  ^^eJ  queatiqns. 

STATEMENT  OF  MB.  H.  L.  KBRTSt,  AX^Oftl^iiY  AT  ]^AW» 

s   MSWAItS;,  ¥.  J. 

Mr.  Kern.  Mr.  Chairman,  with  your  permission  I  would  like  to 
submit  the  letter  of  the  President,  dated  Jidy  8,  1918,  to  Mr.  Herbert 
Hoover,  authorizing  the  organization  of  tlie  Sugar  Equalization 
Board.  I  think  it  is  pertinent  to  the  matter  under.  di^Ciia^n  liicre, 
and  probably  the  committee  would  like  to  see  it. 

(The  witness  read  a  portion  of  the  letter  referred  to,  which  is  hWQ 
printed  in  full,  as  follows:)  < 

iKTOJEIl  AUi:HO^|9fNa  TJ^E  FORMATION  OF  THE  UNITED  STATES  SUOAE  KQUA^J^^ON 

BOARD  (inc.),  JULY  8,  19X8* 

Hon.  Herbert  Hoover,  '  •  :  ' 

United  States  Food  Administrator.  .. 

I  hereby  authorize  and  direct  you  to  proceed  with  the  formation  of  a  corporation 
to  be  known  as  the  United  States  Sugar  Equaliza-ion  Board  (Inc.),  with  general 
powers  and  character  set  out  in  the  certificate  of  incorporation  which  you  have  sub- 
•  mitted  to  me.   I  approve  of  the  appointment  of  tlye  following  perscnut  as  d^ectcm 
<rf  such  corpon^tion:  -  r  *    .     T x  /.  •  • .  •  - '  \l 

Herbert  Hoover,  of  Washington,  D.  C.  ,*f 
George  M.  Rolph,  of  San  Francisco,  Calif.  ' 
Theodore  F.  Whitmarah,  of  New  York,  N.  Y-      •     r ,     ,  -  '  ,  , 

GeoTgeA.  Zabriskie,  ofN^wYork,  N,  Y.  '     •  '  I' 

Ch^rence  M.  Woolley,  of  New  York,  N.  ■  '  ■        -  :  .  . 

Frank  W.  Taussig,  of  Washington,  D.  C. 

All  of  the  capital  stock  is  to  be  held  by  the  United  States  except  such  as  may  be 
required  for  qualifying  the  individual  directors  or  incorporators,  such  qualifying 
shares  to  be  held  by  such  directors  or  incorporators  in  trust  for  the  use  and  bene- 
fit of  the  United  States, 

I  will  arrange  to  purchase  the  entire  capital  stock  of  such  corporation  out  of  the  appro- 
priation of  $50,000,000  authorized  by  the  first  provifdon  in  the  act  of  July  1,  1918, 
entitled  '*An  act  making  appropriations  for  sundry  civil  expenses  of  the  Government 
for  the  fiscal  year  ending  June  30,  1919,  and  for  other  purposes,"  from  which 
appropriation  I  have  set  a^ide  $5,000,000  for  this  pur^)oee. 

I  hereby  direct  that  any  outstanding  stock  standing  in  the  name  of  the  United 
Statee  shall  be  voted  by  you  or  by  such  person  as  you  see  fit  to  af^int  your  ag^t 
for  this  purpose.  • 

WoODROw  Wilson. 

The  Chairman.  The  Equalisation  ^oard  is  absolutely  QiJtta^dp  of 
this  matter,  is  it  not  ? 

Mr.  Kern.  This  is  to  show  the  connection  between  tbe  Equaiiza* 
tipn  Board  and  the  Food  Administration. 

The  Chairman.  Do  you  contend  that  the  Equ^aUlSfttioA  Board  hfi» 
anything  to  do  with  thiamatW  berai      ■        .<  . 

Mr.  Kern.  No,  sir.  . 

Mr.  Plrnell.  May  I  ask,  whom  do  you  represent? 

Mr.  ILe&n.  I  am  with  Mr.  Armstrong,  representing  B.  H.  Howell^ 
Son&Co, 
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The  Chairman.  Have  you  put  into,  tbe  record  tbe  letter  you  sub- 
mitted the  other  daj^  ? 

Mr.  KIearn.  No,  sir;  that  was  Mr.  Figg's  statement  of  the  matter. 
The  Chairman,  Can  you  supply  tbe  committee  witb  that  letter? 
;   Mr.  Kern.  I  will  be  glad  to  do  so.  ^  •    .-  « 

.    The  Chairman.  Thank  you  very  much,.  Mr.  Kern.'  ^  / 

f(The  letter  referred  to  was  subsequently  submitted  by  the  wUliesB 
and  is  here  printed  in  full,  as  follows:)       '     •  ^ 

jir,  -   •  ■  Dbpartmemt  OT.Jirsncs,..  , 

The  WhUe  Sotise,  Washington,  D.  C.. 

t  Mbv-Prmidbnt:  I  would  respectfully  aubmit  for  your  consideration  the 

foUowingfacte Md  circumetances ccnceraingthe imrortaticn  cf  Argentire  eutar into 
the  United  States  by  tbe  American  Tnding  Co.  ami  tike  B.  B.  BaweU  Co.,  of  New 

During  the  months  of  May  and  June  the  su^r  shortage  in  the  United  States  was  at 
xta  peak  of  acutenen,  and  my  even,  effort  wa^  directed  to  stimulating  the  imSSion 
of  foreign  sugars,  aa  weU  as  directed  to  eduacting  the  consuming  public  to  the  necesritv 
««fiitoeBt  of  tiieir     of  the^  iSbfiee  of  fiS  ^tSb  ?ug^  pll^l 

^°^«™°^f°,t  agencies,  particularly  the^tate  Department,  were  also  aasistine 
^Ltfhi^,  A    °"  initiative  to  relieve  this  condition.    In  theif 

«Bttrt8  through  the  Amencan  ambaBeador  to  Argentina,  they  wer«  able  to  secure 
consent  of  the  Argentine  Government  to  the  ex^tion  of  a^coiSemble  quSy 

-n^f 'th- I*  ^P".""  than  the  qoutatioim  on  jffiai 

S^V^  obtained  from  the  Argentine  Government  under  certain 

Amencan  Government  would  name  the  firms  or  firmto 
i^ni  tft™  '^"i^  gu««ntee  that  it  should  be  handled  for  the  inter- 

ests of  the  Amencan  consumer  and  not  be  aUowed  to  reach  the  speculator's  hands  here 
IZ  .  iZ^f^      the  Foreign  Trade  Ad^-isory  Division  of  the  State  D^rtmeni 
W«J;?H  ^^fTP^v^u""  this  matter.    The  American  Trading  Co.  and  the  B.  H. 

•f'J'cTT      ™°imercial  interests  that  finallv  undertook  to  bring 
thia  sugar  to  thu  United  States,  giving  the  Department  of  Justice  the  right  to  indicate 
Z^^J^Z^i^K"^'}^"^  of  distribution,  so  t^t  it  might  be  aasur^Xi  tiiTs  su?£ 
ti*p  - ^  legitimate  dealer  and  the  essential  industries.  ^ 

th^  TJ^\i-  .C'o-.  who  were  handling  the  entire  distribution,  offered 

these  sugars,  they  sent  us  a  list  of  hrms,  wholesale  grocers  and  manufacturers  of  neces- 
abes,  for  our  approval.  After  eliminating  a  few  Sames  from  their  list  the  same 
returned  to  them  with  a  letter  from  meiT^which  we  thanked  them  f«  the^  ctSplete 
cooperation  and  approved  of  the  allotments  they  had  made.  We  received  at  thia  tiom 
♦w  i^^i'ii  h'^^^  ^vholesale  grocers  and  manufacturing  interests  requesting  that 
t  l^  ^  S'nJX^  ^g«°tine  shipment.   These  letters  forSrded 

to  me  u.  H..  Howell  CJo.  for  sadi  action  as  they  might  take 

ry^.l^'^^V^  si^r  by  the  refiner  had  reached  feom  221  to  26J  cents  per  pound. 
This  sugar  was  offered,  or  allotted,  if  you  please,  at  21.20  per  pSund,  wtich  wm  a 
mf^H'ffi  •!  ^""t  ^^tual  delivery  cost^of  thisT^iJ^; 

S.^;-*         "^^^^       ^  P^"'^^  be  allowed  the  American 

Trading  Co.  as  purchaser,  and  1  cent  per  pound  to  the  B.  H.  Howell  Co  as  dis- 
tnbutors.  I  may  say  in  this  connection  that  in  my  opinion,  as  weU  as  a  like  oniidon 
from  a  great  number  of  the  sugar  interests,  the  offeH^of  this  sugjr  a?iat  wiSSSS 

iTA^irf  P"''^^  T""^  ''^''^^  P?'"  P'^"^'^  than  the  then^oted  ma^mice 

ilT'  the  principal  factor  in  breaking^the  price  on  m^. 
This  was  pmnanly  the  cause  of  Cuban  raw  sugar  being  offered  on  the  \meri^n 
market,  m  a  few  days  after  the  announcementof  thiTAigentine  offer  at^vera° 
cents  per  pound  less  than  it  had  been  tor  several  months.  ^Se  fert  tt^tttS 
S«  .^f,^Jfn^  *°  f  ®  Iptimate  wholesale  dealer  and  the  essential  users,  it  gaveSS 
SfJ^^^''^  i  *  plentiful  supply  of  sugar  for  the  next  few  months  as  deliveriS 
Zt?^  i?.«t®«r*^®  m.  August,  September,  and  October.  The  unprecedented  do^ 
ward  rush  of  pnces  in  all  grades  of  sugar  has  caused  a  tremendous  financial  loaTto 
these  interests  that  risked  millions  inle  hopes  of  only  a  small  gSS  at  Sto  S^ 
about  a  more  equitabb  distribution  of  sugar  to  the  essential  useS^^KistoSS 
Without  a  further  decline  of  the  market  price  is  about  $1,900,000. 


104  STTOAB. 

There  never  was  a  gsbb  where  the  moral  claim  for  govermnental  consideration  wan. 
'stnmew  I  am  irttaching  hereto  letters  from  these  firms  which  give  a  very  clear 
Sie  of  the  serious  situation  in  which  this  deal  has  left  them.  As  a  solution,  I  would 
suggest  that  the  United  States  Sugar  Equalization  Board  might  be  directed  by  your 
order  to  assume  the  purchase  and  disposition  of  this  sugar.  In  thw  ^y  any  lo» 
would  beTbTrbed  out  of  the  rewrve  to  of  the  United  States  Sugar  Equalization 
Board.  Such  action  would  appear  to  be  well  within  the  power  and  authority  con- 
ferred upon  you  by  the  KM»lled  McNary  Act.  providing  for  the  continuation  of 
uSted  States  Sui  EquaKzation  Board  until  December  31,  1920.  Of  coiuse,  til© 
B^Howell  Co.  wouia  continue  as  the  actual  dktiibutor  of  the  sugar  and  attend 
to  all  the  details  of  importation  and  sale.        •  ,  ,    .u  -  i 

The  financial  loss  of  these  two  firms  is  tremendous,  and  by  this  loss  an  amount 
iirfpoBBible  of  calculation  ha^  been  saved  the  American  consumers,  but  it  will  run 
wellinto  the  neighborhood  of  $1,000,000,000.  It  would  therefore  appear  that  gov- 
ernmental action  to  relieve  the  situation  is  well  justified  in  the  premises. 

Ifind  the  State  Department  quite  in  accord  with  the  views  heran  ^W^^^^J^t 
you,  no  doubt,  will  r^ve  a  requert  torn  them,  as  weU  a*  the  within,  that  favorable 
coanderation  and  action  be  takim.  . 

RespectfuUy,  HowAnn  Itefl. 

Speeud  A$ri$Umt  to  a»  JUom<9  Oenend, 

(Thereupon,  at  12.20  o'clock  p.  m.,  the  committee  proceeded  to 
the  consideration  of  executive  business.) 
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